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Now Sinclair keeps the jets flying 


Jet aircraft have put a new dimension in avia- —_ petroleum derived. Now, as a leading supplier 
tion — flying faster, higher and hotter. To the _ of jet lubricants for military planes as well as 
oil industry, they posed a challenge in lubri- _ for aviation and related industries, Sinclair 


cation. Their gas turbine engines deal out -— through research and new manufacturing 
extreme temperature punishment as well as —_ technique — is still keeping ‘em flying. 
terrific power. Sinclair Refining Company, 





long experienced in aircraft lubrication and 


with a record as the principal supplier of lubri- oS a wi Cc Om Al fe 


cants to domestic airlines, accepted this chal- 


lenge. For jets, the answer was found in A Great Name in Oj! 


synthetic lubricants, products which are non- 











SINCLAIR OIL CORPORATION * 600 FIFTH AVENUE + NEW YORK 20, N. Y. 





Recruiting Telephone Ideas for the Future 


What will the telephone of the future be like? Key members of CPPD discuss some possible models. 
Will they work? Are they marketable? Will they stand up? 





Bell System’s new Customer Products Planning Division 


has the fascinating job of generating, screening and testing 


new ideas for ever-better telephone equipment and service. 


Here in this quiet room is shaped 
an important part of the future of 
the telephone. 


For here are gathered together 
from many. sources the hundreds 
of new engineering and styling ideas 
... even the “screwball notions”... 
from which the telephone of to- 
morrow will be developed. 


Which are good? Which are bad? 
It is the responsibility of the Cus- 


tomer Products Planning Division to 
find out. And to select for develop- 
ment and production those items 
that people really want. 


No idea seems too farfetched for 
careful consideration by this hard- 
headed but hopeful group. 


They go on the premise that even 
a poor idea may spark a good one, 
and that you never know how good 
an idea is until you try it. 


So, when an idea looks promising, 
working models are developed and 
designed by the Bell Telephone Lab- 
oratories, built by Western Electric 
Company, and tried out in homes or 
offices. Thus no bets are missed, and 
no costly mistakes are made. 


This is just one reason for the suc- 
cess of Bell System’s continuing pro- 
gram of research for ever-better 
telephone service. 


Working together to bring people together 


Bell Telephone System 




















A modern electric clock by 
General Electric Company, 
Clock Timer Department. 


...to keep America on time! 


Almost any clock requires Copper to run accu- 
rately. For one thing, Brass (an alloy of Copper) 
can be precision-machined so that gear trains will 
move at a more accurate rate. 


An electric clock needs Copper even more. 


What other metal could provide Copper’s high 
conductivity? What else could give you 6500 turns 
of wire in a tiny coil? What else makes delicate 
springs so durable? What other metal resists cor- 
rosion like Copper . . . indefinitely? 


In a clock, parts made of Copper render service 
that is timeless. 


And you find Copper easier to work. It draws 
readily to make a case or housing. It swages well 
to seal oil in a motor. It machines accurately for a 
high-load bearing. And the higher-cash-value of 
your manufacturing scrap lessens your raw ma- 
terials cost. 


The Copper Industry will provide ample future 
supplies to enable you to design with Copper! 


COPPER ° BRASS ° BRONZE 


in over 40 Standard Alloys! 


For information on the above or any other application of Copper, write to the Copper & Brass Research Association, 420 Lexington Ave., New York 17, N. Y. 
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How Do You Judge a Management? 


For many months, Forses’ editors 
have been hotly debating an ex- 
tremely knotty question: How do 
you judge the success of a big 
corporation’s man- 
agement? It has 
been no idle debate. 
For next issue— 
Forses’ Tenth An- 
nual Report on 
American Industry 
—their job is to 
take the measure 
of management in 
some 200 large U.S. 
corporations and to 
lay their findings 
on the line in numerical form. 

It may well seem a presumptuous 
undertaking. After all, what yard- 
stick is so flexible or so exact as to 
accurately assess the performance 
of the mighty and complex institu- 
tions our major corporate giants 
have become? Yet there are com- 
pelling reasons why, for well or ill, 
the job must be done. For to any 
alert management, no question can 
be more vital than “How am I 
doing?” For investors, the same 
question means the difference be- 
tween safety of capital and possible 
substantial gain or serious loss. 
Like it or not, for millions of pru- 
dent Americans, judging corporate 
success is a task that cannot be 
ignored or abdicated. In a very real 
sense, every dollar invested in 
corporate securities carries just 
such a judgment, shrewd or naive, 
careful or reckless, intelligent or 
mistaken. 

Plusses & Minuses. Thus for many 
weary weeks Forses’ editors have 
been putting corporate manage- 
ment under a high-powered micro- 
scope. Much time has been spent 
laboriously searching out and sift- 
ing a vast body of fact on each 
company. To help in interpreting 
it, they have called upon some of 
the most informed business and 
financial brains in the country. Fi- 
nally, the results were subjected to 
the most rigorous analytic tools 
they could devise to produce hard, 
precise comparative ratings. 

At first glance, rating manage- 
ment may seem a limited and 
straightforward process. After all, 
one might well ask, isn’t the object 
of a business to make money? And 





isn’t the most successful company 
therefore the one that makes the 
most money? Yet such a static view 
can be immensely misleading. Yes- 
terday’s star per- 
former may be to- 
morrow’s dud. This 
year’s profit may be 

next year’s loss. 
For example, is 
the investor’s best 
bet a company 
whose sales and 
profits have been 
om the rise? Not 
necessarily, as any 
closer examination 
shows. Valuable as they are, and 
not to be ignored, fast-rising sales 
and growing earnings may really 
camouflage the beginnings of trou- 
ble. For what investor or manager 
can afford to ignore other less visi- 
ble hazards such as a persistently 
downtrending profit margin, uncon- 
trolled dilution of equity, excessive 
leverage, or a dangerous decline in 
ready cash or working capital? Any 
of these may augur ill for the future, 
regardless of an outfit’s seem- 
ing prosperity. Or conversely, be- 
hind an unimpressive profit record 
may liea significant breadth of cash- 
flow promising better things to come. 

Inevitably a company must be 
judged by its past record, if for no 
other reason than that there is no 
other basis for a judgment. Yet 
this is not entirely defeating. For 
in a very real sense, the past is the 
seedbed of the future. 

Primary Questions. Illuminating 
these telltales is the job Forses’ 
editors have set themselves. From 
the shifting fiux of statistics, they 
have attempted to pick out the key 
items that set corporate fortunes 
in perspective, highlight the ear- 
marks of management abilities. 
Thus this year Forses has devised 
ten crucial questions that display 
the success—or lack of it—with 
which corporate management is 
meeting its problems and its op- 
portunities. In asking these ques- 
tions, Forses makes no pretense 
of having said the last word—if 
there is any. Instead, they believe 
that the results comprise a common 
denominator which readers can use 
to strike intelligent, informed 
judgments for themselves. 
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Railroads have 
changed since 1830... 














































































































































but the good taste 
of TEACHER’S 


never changes! 


TEACHER’S 


HIGHLAND CREAM 





Schieffelin & Co., New York 
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Ea CONTINUED IMPROVEMENT FOR 2 MONTHS OR LONGER. 
[ NO SIGNIFICANT CHANGE FROM IMMEDIATELY PRECEDING PERIODS. 
Ree CONTINUED DECLINE FOR 2 MONTHS OR LONGER. 


DESIGNED BY PICKS. N. ¥ 





Map shows condition in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement fcr a 
two-month period ending the last week of Oct. 








THE TOP TEN CITIES Percentage Gain or 


ZONE INDEXES 
Loss Over Last Year 



























GREATEST GAINS — | _GREATEST LOSSES | eanaiied aadien tak ce 
Wichita (3)  +10% | Butte (2) —10% | ecr. | nov. vec. 
New York +8 |Cincinnati3) —8 | yy England 1% | 41% | —2% 

. . ° | aun 
sate @) +8 [een 7 | Middle atiantic | +2 | +4 | +4 

ouisville +8 | Terre Haute —6 | Midwest 46 +1 +1 
Tampa +7 Schenectady (3) —6 | South 42 44 a 
Albuquerque (2) +7 | Akron ~~ North Central 4-2 +4 +1 
Denver +7 | Burlington 5 | South Central 4-1 +2 —2 
Phoenix +6 | Springfield 5 | Mountain +1 +5 “4 
Jacksonville +6 | New Haven 5 Pacific “A 44 0 
Sacramento +6 | St Louis 5 
Number in parentheses indicates how many NATIONAL INDEX +2 +3 +1 











months city has been continuously in column. | 





NEXT ISSUE: 


FORBES’ Tenth Annual Report On American Industry. A __ penetrating 
study, analysis and critique of some 198 key companies representing most of 
the nation’s leading industries. An issue you won’t want to miss. 


Forses, 70 Fifth Avenue, New York 11, N. Y. F1025 
Please send me Forses for the period checked: 

C] 1 Year $6 CO 2 Years $9 

(0 Enclosed is remittance of $... [) 1 will pay when billed. 
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READERS SAY 


Bluest of Blue Chips 





Smr: When I saw your “Biblical 
Blockbuster” headline (Forses, Dec. 1), 
I looked to the bottom of the page, ex- 
pecting to see something like this: 

BIBLE. Traded OC. Price range 

(1957): high, over $100; low, less 

than $1. Dividends (1956): infinite. 

Indicated 1957 payout: same. Has 

paid dividends for centuries. Ticker 

symbol: GOD. 
—Cari E. WALKER 
Jacksonville, Ala. 


Executive Earnings 


Str: I was particularly impressed with 
your report on Eugene Grace (“End of 
an Era,” Forses, Nov. 15). The report of 
his compensation for any given year 
seems fantastic until one knows the facts. 
Without the facts, such reports are 
enough at any time to cause the man in 
the street to gripe, as well as change his 
voting preferences. 

I have always contended that indus- 
trialists who draw big compensations 
make a great mistake when in getting 
the [reports] published they do not at 
the same time definitely specify the taxes 
that they pay on this compensation. That 
is something that the man in the street 
seldom ever sees. 

So, if the big corporations and the in- 
dividuals who run them are in disfavor, 
surely they have nobody to blame but 
themselves. 

—Feirx L. LaMar 
Springfield, Mass. 


“Foremost” Goethals 


Srr: With regard to your 40th Anni- 
versary Issue listing of the “fifty fore- 
most” business leaders of 1917 (Forses, 
Nov. 15), I believe that George Goethals 
is also still among the living, unless you 
refer to his father of Panama Canal 
fame. 

—Sam R. Warp 
Buffalo, N.Y. 


The George W. Goethals named by B. 
C. Forbes in 1917 as one of the 50 “men 
who are making America” was indeed 
the Panama Canal’s great engineer 
Goethals, 59 at the time. Only member 
of the 1917 group still alive: Thomas E. 
Wilson, now 89, founder of Wilson & Co., 
the meat-packing firm.—Eb. 


A Bi-metalist Speaks Up 


Sm: Your article “Gold in Them Val- 
leys” (Forses, Dec. 1) was interesting, 
informative and most important, though 
incomplete. . . . The logic of your ob- 
servation that “raising the price of gold 
would increase the purchasing power of 
Russia’s gold at the expense of the US. 
taxpayer” is incontrovertible. To do so, 
however, would merely compound a 


(CONTINUED ON PAGE 10) 
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in home products, too, 














the Borg-Warner touch is evident 











Upstairs, downstairs, all around the house . . . in major equipment 
for the modern home you see increasing evidence of the Borg- 
Warner “design it better—make it better” touch. 























From B-W’s Norge Division come advanced-design washers 
and dryers, refrigerators and freezers, ranges and water heaters. 
Ingersoll-Humphryes Division provides porcelain-enameled cast 
iron and steel bathtubs and lavatories, and vitreous china water 
closets. Alfol* aluminum foil insulation from B-W’'s Reflectal, and 
KoolShade* sunscreen from Ingersoll Products Division, keep 
homes warmer in winter, cooler in summer. B-W York* heating 
and air conditioning equipment provides uniform comfort the 
year ‘round. 


















































That home builders and owners like the Borg-Warner touch is 
evidenced by the fact that sales of B-W products for the home are 
constantly growing, today account for approximately 35% of total 
B-W sales. 

And that is further evidence of how Borg-Warner keeps growing 
through its continuing program of carefully planned diversification. 















































*Reg. U.S. Pat. Off 
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DESIGN IT BETTER MAKE IT BETTER 
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BORG-WARNER. 


310 SOUTH MICHIGAN AVENUE ¢ CHICAGO 4, ILLINOIS 
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PRODUCTION OF STEEL PER CAPITA, POINTED OUT 
BY PHILIP J. SANDMAIER, Republic Steel’s Commercial 
Research Manager, has increased from 300 pounds in 1900 to 
1,400 pounds in 1956. 

All steel production may be divided into two categories: the 
heavy—structurals, rails, for example; the light forms—sheet, strip, 


From 1931 the light steel forms began to increase faster than 
the heavy and from 1946 to the present have climbed sharply. 

Even during the Depression, when heavy steel items dipped 
with the rest of the economy, lighter steel items declined less and 
rose more sharply on the recovery. 


wire, for example. The heavy forms are mainly for the production 
of capital goods. The light forms are used in both capital and 
consumer type goods. 

On the chart behind Sandmaier the per capita increase in pounds 
of steel from 1901 to 1956 is represented by the two middle lines. 
The per capita increase of light forms is represented by the top 


The use of lighter steel forms for a widening range of consumer 
and capital goods items looks like a long-term stabilizing factor 
in the steel industry. Here is the trend which could lead to a level- 
ing out of the old feast and famine pa‘tern characteristic of steel 
in its early years. 


The chart on the opposite page br*aks down still further the 


trend line with actual five year average shown dotted. The lowest 


upward trend of steel per capita which we believe generally is 
lines of the graph show percentage increase in heavy forms. 


going to be characteristic over the coming decade. 


NORMAN W. FOY, VICE PRESIDENT IN CHARGE OF SALES, 
(right) and Lawrence S. Hamaker, General Manager of Sales, (left) are 
shown conferring with William P. Carlin, Senior Economist in Republic 
Steel’s Commercial Research Division. The Sales Department depends 
heavily on its twenty-five-man research staff for market information in 
making sales plans. 

The Commercial Research Division does a wide variety of statistical and 
market analysis work for the guidance of sales management and sales force 
in the field. The Division charts long-time trends on the consumption of 
various types of steel by the major consuming industries. It forecasts prob- 
able trends in specific industries, charts population shifts, prepares reports 
on individual markets, highlights low profit items for individual study and, 
in fact, provides almost every kind of market information. By the use of 
this information, sales policies are established on the basis of known facts 
rather than on individual judgment. 


The increased importance being placed on market development and com- 
mercial research by steel managers points toward the conviction that steel- 
men are in business to make a profit, not just to make steel. 
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New Facts on 
The Steel Industry’s 
Increasing Stability 


Analyzed by Commercial Research 
Manager Philip J. Sandmaier, 
Republic Steel Corporation 


Growth of the steel industry can be looked 
at two ways: by the increase in total steel 
production or by the increase in per capita 
steel production. 


Usually the industry’s growth is referred to 
only by the former measure, the increase in 
total tonnage. For example—since 1900 steel 
production has gone from 11.4 million ingot 
tons to over 117 million ingot tons annually. 
This statement is deceptive, however, because 
more production does not necessarily indicate 
the growth of the industry, as the word 
“growth” is applied in current investment par- 
lance. Mere increase in population would have 
forced the steel industry to produce more steel. 
Such increase merely keeping pace with birth 
rate is not termed “growth”. 

However, if you examine production of 
steel per capita, you see the rate of gain has 
been far greater than the rate of population in- 
crease. This has been because the nature of 
steel use has changed, especially during the 
last decade and a half. In this change lies the 
factor of true growth within the industry for 
the long pull. The chart to the left breaks down 
the aspects of increased use of steel into their 
trends over the last fifty-five years. 





REPUBLIC STEEL 
CORPORATION 


Generali Offices + Cleveland 1, Ohio 


World's Most Diversified Producer of Stee! Building Products 
World's Largest Manufacturer of Stainless and Alloy Steels 
World’s Widest Range of Standard Steels and Stee! Products 
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MARKETS MOST RESPONSIBLE FOR GAINS IN 
STEEL ARE ANALYZED BY F. RUSSELL WIDMER, 
Assistant Manager of Republic Steel’s Commercial Research 
Division. 

On the chart behind Mr. Widmer, the solid trend line repre- 
sents the total tonnage of steel products during the years 1946 
through 1956. This line details the last ten years of total steel 
production shown by the middle line on the opposite page. 

All the graph lines on this chart are trend lines. 

Mr. Widmer has split out from the total, on separate lines, 
those markets that have contributed most to the gains in steel 
and which he forecasts will continue the upward curve. These 
lines represent percentage increase in per capita use since 1947. 
These increasing markets are: tractors, pipe and tubing, com- 
mercial air-conditioning and ventilating equipment, household 
appliances, and the automotive industry. 


In general, the rising per capita consumption of heavy steel 
goods and the increasing numbers of automobiles can be expected 
to follow the population increase predictably. The faster rising 
curves, however, seem to be coming mainly from the other markets 
opening up for steel which call for disposable or relatively short- 
lived consumer goods. These users of lighter steel forms are tend- 
ing to keep demand stable and account for this fundamental 
change toward lighter steel forms taking place in steel markets. 


SOME OF THE PRODUCTS MADE BY REPUBLIC STEEL: Alloy, Carbon, Steiniess 
Steels + Titanium + Bars + Plates + Sheets + Strip + Tin Plate + Terne Plate + Cold Finished 
Steels * Stee! and Piastic Pipe + Tubing + Bolts + Nuts + Rivets + Wire + Farm Fence « 
Malis + Pig'iron + tron Powder + Coal Chemicals + Fabricated Stee! Products « 
Stee! Building Products + Steel asd Aluminum Windows «+ Stee! Kitchens « 
Shipping Containers + Materials Handling Equipment + Drainage Products 





building 
~ the 
structure. 
for 
modern 
flight. 


High strength steel weldments 


that develop strength of more than 
200,000 pounds per square inch 
have been developed through in- 
tensive research programs at Rohr. 
Their manufacture demands a high 
level of technology and specialized 
manufacturing equipment. Built to 
meet the mighty requirements 
of modern flight, these special- 
ized structural components are 


in volume production at Rohr. 


MAIN PLANT: CHULA VISTA, CAL.; PLANT: RIVERSIDE, CAL. 
ASSEMBLY PLANTS: WINDER, GA.; AUBURN, WASH. 





market of Tangiers. 
enough to believe the Communists failed 
| to take advantage of such a fancy price? 





| silver re-monetized. 





B READERS SAY 


(CONTINUED FROM PAGE 7) 


| tragedy already perpetrated, for we have 


long since become 
communism. 

Bear in mind that in 1933 the Com- 
munist regime was extremely shaky .. . 
[yet] we increased the price of the one 
commodity they had to sell—gold—from 
$20.67 to $35 an ounce. 

Not only did we increase the price of 
gold, but we withdrew all gold, dollars 
from the channels of trade and buried 
them in the ground, thereby creating an 
artificial scarcity. Thereafter, scarcity 
and demand brought the price of gold to 
as much ‘as $112 per ounce in the gold 
Is anyone naive 


the benefactor of 


In his excellent book, How Strong Is 


Russia?, Professor George B. Cressey of 


Syracuse University states that Commu- 
nist gold production is in excess of 5 rmil- 
lion ounces per year. World Almanac 
figures indicate that during the past 27 
years the U.S. has equaled that amount 
in only two years, 1939 and 1940. In 
most other years we have fallen far be- 
hind. Who, then, has derived the most 
benefit from the 1933 price increase, the 
Communists or the U.S.? 

No one can predict all of the results 
which will ultimately flow from the 


| “present-day vogue of paper currency 


not convertible to gold.” But we may be 
sure, if history means anything, that the 
results will be disastrous. 

Gold should be de-nationalized and 
And the Federal 
Reserve printing-press currency might 


| well be used for the payment of income 
| tax. 


—Dave Hoover 


| Mapleton, Ore. 


| Europe’s Copper Market 


Sir: In your story on the copper sit- 
uation (Forpes, Dec. 1), Mr. Cox of 
Kennecott seems to be happy about the 
European copper market. . . . Since the 
U. S. market is so bad, may I ask why 
the one in Europe is booming? 

—ALTON KRAMER 
Los Angeles, Calif. 


Reason: Europe’s vast postwar expan- 
sion in power facilities. Charlie Cozx’s 
Kennecott began switching its Chilean 
output from fire-refined copper in 1956 
to the electrolytic variety used in build- 
ing such stations, this year has been in 
a position to meet much of the burgeon- 
ing European demand.—Eb. 


Erg = Energy; Ergo, Money 


Sir: In your anniversary issue (FORBEs, 
Nov. 15), you ran a picture of Tech- 
nocrat Howard Scott captioned: “His 
dream ignored people.” And in your text 
you remind the readers that this prophet 
without honor, disciple of Thorstein 
Veblen, predicted the day when engi- 


neers and technicians would run the 
world they have brought into being. 
What you neglected to mention was that 
Scott proposed the erg—a unit of energy 
—as the monetary base for the future. 

In your next issue (Dec. 1), you learn- 
edly discuss, and dismiss, gold as a mone- 
tary base. Aren’t you, too, ignoring 
people, as you have accused Scott of do- 
ing? People like gold, and Westerners 
like silver. If the citizen is to be de- 
prived of the touch of metal in his pock- 
et, what about getting back to the 
technocratic deification of energy—the 
erg? I notice in your story about gold 
that gold-mining companies are going 
into uranium to cut their losses. And 
what is uranium but energy in the mak- 
ing? 

Maybe Scott 
than wrong. 


was more premature 
—WILLIAM F. MUELLER 


St. Louis, Mo. 


Canadian Oil Exploration 


Srr: Your absorbing story on oil (“The 
Great Cash Pinch,” Forses, Dec. 1), 
dealing with the cash-flow problem, 
completely ignores the Canadian fields. 
From other reliable sources of informa- 
tion, it seems that cost of exploration 
there, compared with that in the US., 
is much less; and that the likely reserves 
from areas such as Athabaska Sands 
could make the. Western Hemisphere’s 
comparative ratio with the Far East far 
more attractive in the near future. 

Royalite Oil, Imperial, British Ameri- 
can and many of the major US. firms, 
including Cities Service, are currently 
active in the development of these Ca- 
nadian oil reserves. Are these accom- 
plishments too inconsequential to be 
included ... ? 

—Puit BRADLEY 
Minneapolis, Minn. 


Reader Bradley is right in thinking 
that Canadian oil exploration is less ex- 
pensive than that in the U.S. The fig- 
ures: $1.34 per barrel found and devel- 
oped in Canada, vs. $1.69 per bbl. in the 
U.S. (though the cost of oil-finding is 
climbing in Canada, dropping in the 
U.S.). But Forses was presenting a pic- 
ture of the U.S. oil industry's financial 
plight, not a survey of the world oil sit- 
uation, used foreign figures merely for 
purposes of comparison.—Eb. 





SUBSCRIPTION RATES: United States 
and Canada, 1 year $6; 2 years $9. For- 
eign and Pan American, $4 a year ex- 
tra. 


SUBSCRIPTION SERVICE: Please mail 
subscription orders, correspondence 
and instructions for change of address 
to: 
FORBES FULFILLMENT SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 


CHANGE OF ADDRESS: Please send 
old address (exactly as imprinted on 
mailing label of your copy of Forbes) 
and new address (with zone number 
if any); allow four weeks for change- 
over. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


“IKE’°S HEALTH AND THE STOCK MARKET” 


During the day when President Eisenhower's latest 
illness was finally publicly described as a mild stroke, the 
Dow-Jones Averages dropped nine points. On a volume 
of 3,650,000 shares 
traded, securities lost 
$5 billion in value. 

In the event of a re- 
curre’ of the Presi- 
dent’s. ess, or should 
his health make it 
necessary for him to 
resign his office, what 
would be the effect 
on the stock market? 


HEART ATTACK, 1955 
Dow-Jones: —31.89 


Frankly, I was somewhat surprised 
at the extent of market selling on news 
of the President’s latest illness. A num- 
ber of market analysts, on a_ post- 
mortem of that day’s selling, agree that 
the situation did not warrant such a 
sharp reaction. Since the President’s 
heart attack in 1955, most investors 
have kept in mind the possibility that 
there might be a recurrence; that the 
President might be permanently incapacitated; and they 
have considered the circumstances that would prevail 
should this take place. 

In the event that the President could not carry on, 
Vice President Nixon would become the Chief Executive. 
He has enjoyed a steady, rapid growth of confidence in 
the business and financial community. Responsible lead- 
ers in non-political fields regard him as mature, able and 
equipped for the responsibilities of the most powerful 
elective office in the world. They realize that the Vice 
President is aware that the strength of this great nation 
rests on a democracy that is dynamic because it is rooted 
in our free enterprise system. Unlike many irresponsible 
politicos who don’t know and don’t care, the Vice Presi- 
dent is known to feel keenly that our present strength 
and future greatness are dependent on a sound economy; 
and that economy’s strength depends on a flourishing 
free enterprise system. 

After the President’s heart attack, the nation also 
learned that the Administration’s policies could be, as 


AFTER ILEITIS 
Dow-Jones: —7.70 
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they were, carried out firmly for quite a period of time, 
and without chaos, by the Cabinet and the President’s 
staff headed by Sherman Adams. 

When the Dow-Jones Averages dropped nearly 32 
points following the President’s coronary thrombosis on 
September 24, 1955, it was understandable. For a time all 
presumed he could not run for re-election and few felt 
any other Republican could be elected in 1956. Both the 
immediate uncertainties with whom and how the nation 
would carry on, with the President stricken, and what 
the policies of a Democrat Administration the following 
year would mean to investors, presented grave uncer- 
tainties and made the substantial drop understandable. 

But in the latest situation there does not seem to be 
sound justification for such selling. 

In a temporary situation affecting the 
President’s health, the Administration 
has already proved it can carry on. 

If Vice President Richard Nixon 
should have to take over the Chief 
Executive duties and responsibilities, 
there would, in all likelihood, be a 
fairly smooth transition in all phases 
of our national life. 

And it is widely conceded that Vice President Nixon is 
the likely Republican candidate to succeed President 
Eisenhower. 

Under these circumstances and because of President 
Eisenhower's highly ' 
publicized previous ill- 
nesses, it would seem 
that the stock market 
basically would have 
discounted present or 
possible future prob- 
lems arising from his 
health. In other words, 
the President’s health 
is no longer a “surprise” factor to the stock market or 
to the economy, for it is well known on Wall Street that 
the market rarely discounts an event more than once. 

Sharp gyrations in the market from the state of the 
President's health by itself are unjustified—and unlikely 
in the future. 


MILD STROKE 
Dow-Jones: —9.04 


VICE PRESIDENT NIXON 
in him fall confidence 





THE NEW “LEISURE MASS” 


Far and away the biggest “new industry” this country 
has developed since World War II is the one that has 
sprung up to supply the gadgetry Americans need, or 
think they need, to fill their leisure hours. The counter- 
effects of minor recessions and inflation notwithstanding, 
the average American today is paid a great many more 
dollars for fewer 
hours than he was 
20 years ago. This 
is true for virtual- 
ly all Americans. It 
has created a new 
“leisure mass” to re- 
place the old “leisure 
class.” 

That is all to the 
good. Social reasons 
aside, it has had a dynamic impact on our economy. Far 
from being content just to “sit and think,” our new mass 
leisure class insists on doing things that cost money. 

A new industry, a multibillion-dollar one, has sprung 
up to fill this demand. It’s surprising how expensive 
leisure can be. Content with just a thoughtful walk in 
the woods, pipe in mouth? The ads tell you that you need 
proper leisure-time tweeds—not to mention a new pipe. 
Or maybe you are a birdwatcher. Then you probably 
want a new pair of binoculars and an expensive set of 
bird prints. 

There is just no escaping the high cost of leisure—and 
this is all to the good for U.S. industry. Even the stay- 
at-homes give a boost to the electronics industry by 
wanting more and bigger TV sets. And, whatever the 
anti-TV crowd may say, the figures show clearly that the 
new Leisure Masses are buying and reading more books 
and more magazines. 

The list of ways in which enjoying our free time builds 
business is endless. We all know what the weekend 
worker with the paint roller has done for the paint in- 
dustry. It would seem that the extra measure of leisure 
has persuaded millions, suburbanite and apartment 
dwellers alike, that they can beat the high cost of re- 
pairs by doing-it-themselves. The fact that a professional 
painter, plumber or plasterer must often in the end undo 
the damage does not change the fact that all this gives a 
mighty boost to U.S. 
business. 

But most amazing 
of all has_ been 
the transformation 
wrought on the out- 
door type. I wonder 
what Thoreau would 
say if he could wan- 
der through Aber- 
crombie & Fitch and 
examine the gadgets, paraphernalia and whosises that no 
modern outdoorsmen would be seen dead without? Cer- 
tainly he would think again before writing: “A man who 
has found something to do will not need to get a new 
suit to do it in.” Today a new suit is only the beginning. 

Or take Huckleberry Finn, for that matter. An im- 
mense amount of water has rolled down the Mississippi 
since Mark Twain’s classic character fished with hook, 


HUCKLEBERRY FINN 
no need for Abercrombie & Fitch 


MODERN FISHERMEN 
teday it costs money te catch fish 
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string and willow branch from a quiet river bank. Few 
conformity-conscious sportsmen today would want to be 
seen in the line at the trout stream if they weren’t 
equipped with the latest in lures, lines, reels, rods, boots 
and bucklers. 

Ditto deer slayers, duck hunters and Dodo bird seekers. 

Nor does this end the catalogue of products produced 
for the Leisure Mass. “Getting there,” be it ocean or 
stream,- mountain or plain, woods or 
beaches, has meant a great increase 
in all kinds of transportation. Vaca- 
tioning Americans also need some 
place to sleep—new motels and ho- 
tels, shore homes, mountain shacks, 
and even mobile duck blinds along 
with self-inflating, self-sealing sleep- 
ing bags and tents. 

Importantly, from the point of 
view of the investor, there is going 
to be even more of such leisure time for America’s Lei- 
sure Masses. According to the Joint Committee on the 
Economic Report, factory workers, now averaging 40 
hours a week, will be averaging 36 hours by 1965. 

In this tale there is a moral for investors, recently 
pointed out by the New York Stock Exchange: “The 
market values of the leisure time stocks,” the Big Board’s 
“The Exchange” reports, “scored advances in the last ten 
years ranging from slightly under 11% by A. G. Spalding 
to such incredible gains as 1,192% by Outboard Marine 
and 1,285% by Hammond Organ.” 

Obviously no one can know how well these stocks will 
do in the next ten years. But one thing we do know. 
There is going to be in the next decade more of everything 
that has made for these companies such a record—more 
people, more income, and more leisure time. 


WALDEN. 


THOREAU 
times change 





The Exchange's 
20 Leisure Time Stocks—and their 10 year record: 


Market 


1956 
cent Return on 
Change investment 


Company Close—1956 





Admiral Corp. (TV) 

Amer. Mach. & Fdry. 
(bowling equip.) 

Bell & Howell (photographic) 

Black & Decker (home tools) 


Brunswick-Balke-Coll. 
(billiard, bowling) 


$ 900.00 $ 3,396.60 2774 29.6% 


4,597.13 67.2 45 
2,450.00 5,555.00 126.7 45 
3,650.00 11,563.20 216.8 8.0 


2,500.00 5,124.15 + 105.0 44 


Eastman Kodak (photographic) 22,600.00 67,760.55 + 199.8 8.6 

Emerson Electric (home tools) 1,287.50 4,015.63 + 211.9 11.6 

General Motors (automobiles) 5,312.50 26,400.00 + 396.9 22.6 

Greyhound (bus lines) 3,725.00 4,387.50 + 17.8 8.1 
+ 


Hall (W. F.) Printing (printing) 
Hammond Organ 

(electric organs) 
Lionel 

(toy trains, fishing tackle) 


1,725.00 2,362.50 37.0 8.1 
1,000.00 13,850.00 - +-1,285.0 


2,400.00 


6,300.00 + 162.5 


McGraw-Hill 
(magazines, books) 
Moore-McCormack Lines 
(steamship lines) 

Outboard Marine 
(outboard motors) 


3,012.50 21,300.00 + 607.1 
2,050.00 5,906.25 + 188.1 
2,225.00 28,755.00 +1,192.4 


Piper Aircraft (sports planes) 550.00 


Raybestos-Manhattan 
ling, billiard) 


1,825.00 + 231.8 


bow 
Reed Roller Bit (fishing tackle) 
Savage Arms (rifles, shotguns) 
Spalding (A. G.) & Bros. 
(athletic goods) 


3,462.50 
2,300.00 
1,012.50 


5,375.00 + 55.2 
2,848.13 + 23.8 
1,709.65 + 68.9 

1,812.50 > 


2,003.96 10.6 
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LOW DOWN ... The low, sleek lines of the modern American 


automobile are made possible by an ingenious engineering achievement called the 

hypoid gear. It drives the rear wheels, but because it meshes below their centers, 
engineers are able to reduce an automobile’s height. Lubricating the hypoid gear 

posed a tough, complex problem ...a problem eventually solved by the combined research 
skill of the automobile and petroleum industries. Texaco scientists pioneered in 

developing a rugged petroleum lubricant for this special purpose . .. another evidence 

of the cooperation and resourcefulness that has made Texaco research a valuable 


partner of modern industry in its march of progress. 


TEXACO progress... at your service 
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THE TEXAS COMPANY 
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A missile’s accuracy in reaching its target 
depends upon the reliability of precision 
electronic controls. 

From the very beginning, scientists and 
engineers of the International Telephone and 
Telegraph Corporation have been at work on 
guided missile systems, applying world-wide 
experience and a score of special skills. 

FEDERAL TELECOMMUNICATION LABORATO- 
RIES and FARNSWORTH ELECTRONICS COMPANY, 
both divisions of ITaT, are deeply engaged in 
research, development, and manufacture of 
missile guidance and precision remote control 


We build electronic “BRAINS” for guided missiles 


systems ... contributing to the conception and 

operation of such missiles as the Terrier, Talos, 

Sparrow, Meteor, Rascal, and Bomarc. 
Missile guidance is one more field in which 

the creative engineering and the 

integrated facilities of ITaT are 

developing new concepts in elec- 

tronics and telecommunications. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York 4, N.Y. 
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TOBACCO 


FIVE ON A MATCH 


Fallen from favor among investors, the Big Five ciga- 
rette makers spent most of the Great Bull Market 
in the doldrums. Now they seem to be lighting up 
a substantial recovery, but not all in equal measure. 


In 1957’s matchless cigarette market, 
there was no hiding the American 
smoker’s yen for a cigarette—wheth- 
er he was willir z to walk a mile for a 
Camel or just down to his neighbor- 
hood store for a kingsize-filter-in-a- 
fliptop-box. At the rate he was puff- 
ing away last month, the $5-billion 
U.S. cigarette industry was heading 
for a sales record of kingsize propor- 
tions. If smoking in the fourth quar- 
ter continued at its nine-month pace 
(in which consumption bounced up 
6%), the industry could conceivably 
reach total consumption of 418 billion 
units, 5.9% over last year and 5.7% 
ahead of 1952’s alltime record of 394 
billion smokes. 

Well might the non-indulger won- 
der what the 70 million members of 
the puffing public were smoking any- 
how. Had not the Great Cancer Scare 
of a scant three years back shaken 
the industry down to its very leaves, 
and jarred the Big Five manufactur- 
ers half out of their packs? In many 
ways it had; Big Tobacco’s 1954 earn- 
ings showed that. But the cancer-by- 
the-carton talk that had kicked up a 
brushfire panic in 1954 had pretty well 
burned itself out in 1957. 

Tobacco Tips. By 1957’s first nine 
months, the Big Five’s earnings, 
sparked in part by RJ. Reynolds’* 
84c-per-share leap, were up an aver- 
age 55c a share. What made the show- 
ing all the more dramatic was that 


*R. J. Reynolds Tobacco Co. Traded NYSE. 
Price range (1957): high. 63%; low, 524%. 
Dividends (1956) : $3.10. Indicated 1957 ay 
out: $3.60. Earnings per share (1956): $91. 
FS assets: $659.4 million. Ticker symbol: 
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even P. Lorillard,+ once the least like- 
ly of them all to succeed, crashed 
through with the best improvement of 
all, a 94c-per-share gain. 

More than that, all along Wall 
Street last month analysts were tout- 
ing the tobaccos as money in the bank. 
Where else in 1957’s bear-toothed 
market, they pointed out, was there a 

tP. Lorillard Co. Traded NYSE. Price range 
(1957) : high, 323%; low 155%. Dividends (1956) : 
$1.20. Indicated 1957 payout: $1.95. Earnings 


per share (1956): $1.34. Total assets: $182.5 
million. Ticker symbol: LL. 





SHARE OF MARKET 


HAMADDS O2-O2ZPIO 





group of stocks with mushrooming 
earnings and yields as high as 7.8% 
(in the case of Liggett & Myers**)? 
And what other industrial group, 
from aircraft to zinc, could match 
tobacco’s stable record? 

In finding their way back into Wall 
Street’s favor, the big cigarettes had 
received help from some unexpected 
quarters. For one thing, the press, 
which eagerly banner-headlined many 
an early laboratory claim about can- 
cer and smokes, was clearly getting 
tired with the whole thing. Growled 
New York’s hassle-loving Daily News: 
The controversy “has proved nothing 
except the truth of the old saying that 
figures can’t lie but liars can figure.” 
Added R.J. Reynolds’ Vice Chairman 
Ed Darr: “All who can be scared have 
been scared.” Or in Wall Street's 
phrase, “the market does not discount 
the same news twice.” 

Oddly enough, for all the talk 
about cutting out and cutting down, 
only a surprisingly small number of 
smokers were as good as their word. 
A survey made by Manhattan’s Psy- 
chological Corp. revealed that, in a 
nation-wide sample of 2,500 persons, 
only 14% admitted changing their 
smoking habits. Of these, only one 
out of five quit the habit; the others 
either cut down or switched to filters. 
Thus, what had begun as a medical 
brouhaha had turned, so far as the 
manufacturers were concerned, into 
a business bonanza—filters. 

Straining For Profit. In the new- 
fangled filtered cigarettes, the manu- 
facturers have discovered profits as 
well as publicity. Selling anywhere 
from pennies per pack to a dime more 
than regular smokes (the public re- 
portedly pays a $500,000-a-day premi- 
um for filters), the little tar-traps are 
a production cost boon. Item: they 
take up to 17% less tobacco. 


ou egett & Myers Tobacco Co. Traded 
NYSE. Price range (1957): high, 6814; low, 
6344. Dividends (1956): $5. Indicated 1957 
peyous: $5. Earnings r share (1956): $6.39. 
‘otal assets: $481.7 mil. Ticker symbol: LM. 
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Reynolds’ 





American’s Hahn 


It was tite filter cigarette, with its 
lower production costs and higher 
margins, that furnished the spark for 
the Big Five’s full-throttle earning 
power in 1957. As regular-size ciga- 
rettes and straight kings (i.e., non- 
filters) continued their steady decline 
in market share by 7% and 3% re- 
spectively in the first nine months, 
filters sales rose still another 8%, 
the long neglected but newly re- 
discovered mentholated smokes, 2% 
(see chart). By year’s end, filters 
were a cinch to grab off 40% of the 
total cigarette market (vs. less than 
1% in 1951), in the third quarter were 
actually accounting for an unheard-of 
439, of smoke sales. 

The Fabulous Filter. Reynolds was 
easily first in filters with its Winston 
(30.3% of the market). Down in 
fifth place (after Liggett & Myers’ 
L&M, British-owned Brown & Wil- 
liamson’s 20,000 filter-trap Viceroy 
and Philip Morris’* Marlboro) was 
the fastest coming filter of them all— 
P. Lorillard’s Kent. Observed one in- 
dustry wag: “It ought to be renamed 
Gruber.” 

The inspiration for this half-whim- 
sical, half-serious suggestion is Loril- 
lard’s hard-driving, hard-smoking 
(Kents) president, a seldom-smiling, 
close-mouthed man of 62 named Lew- 
is: (“Bud”) Gruber. An up-from- 
field salesman and Lorillard veteran 
of 35 years, he is a career cigarette 
man with a well-tested savvy about 
what makes smokes sell. Bud Gru- 
ber (who in a speech three years ago 
correctly forecast that filters would 
control 40% of the market) has been 
at Lorillard’s helm only since August, 
1956. But in the 16 months since, 
Lorillard has come on like Broker’s 
Tip winning the Kentucky Derby. In 
1957, Gruber’s P. (for Pierre) Loril- 
lard, the nation’s oldest tobacco firm 
(1760), was the comeback company 
of the year. . 

The most obvious fact about the 
new Lorillard look is that its sales 


*Philip Morris, Inc. Traded NYSE. Price 
range (1957): high, 4514; low, 385g. Dividends 
(1956): $3. Indicated 1957 payout: $3. Earn- 
ings per share (1956): $4. Total assets: 
1.2 million. Ticker symbol: MO. 
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Darr 





Liggetts’ Few 


and earnings are zooming. In the 
first nine months, sales swelled by 
$40 million to $190.9 million, net in- 
come by $2.6 million to $5.8 million. 
Causing the big splurge is Lorillard’s 
filter, Kent, more of which were sold 
in 1957’s first half than in all of 
1956. At the nine-month mark, Kent 
sales had risen by almost six billion 
units to increase its‘ market share to 
around 2.7%. 

If nothing else, this means a big 
change in the filter lineup. Industry 
sources, who zealously guard this kind 
of information, insist that in the third 
and fourth quarters, Kent has been 
skipping along at a 35-billion-unit- 
per-year clip. If so, it is running at 
just about the same clip that Winston 
set in the year’s first nine months. 
Meanwhile the word was circulating 
that in the third quarter alone, while 
unit sales of American Tobacco+ and 
Liggett & Myers were off slightly 
and those of Reynolds and Philip 
Morris up a notch, Lorillard’s unit 
sales skyrocketed 69%, its market 


THE MARKET'S JUDGMENT 


In Wall Street these days, the 
built-in defensive values of the Big 
Five tobacco stocks are coming in 
for a lot of attention. But investors’ 
castes, like those of smokers, vary 
widely. Shown below is the cost of 
buying $! worth of sales, $! worth 
of earnings, and $1 worth of book 
value for each of the Big Five at re- 
cent market. In short, it shows what 
value the market places on each of 
the Big Five in these respects. 


Market Value* per $1 of 
9-Month 9-Month Net 


_Sales_ _tncome Seok Veluc_ 
American 63¢ $12.42 $12.99 
Reynolds 84 12.11 19.73 
Liggett & Myers 61 12.45 10.85 
Philip Morris 47 12.88 11.46 
Lorillard 50 16.53 13.55 


*Based on closing price 12/5/57 
As of balance sheets dated subsequent to 9/11/57 


Morris’ Cullman 







Lorillard’s Gruber 





share (9%) matching that of fourth- 
ranking Philip Morris. 

Good Press. For this startling per- 
formance, Lorillard stockholders 
(who this month collect a 75c extra 
dividend, making 1957’s $1.95 payout 
the biggest in 23 years) could thank 
1) The Reader’s Digest, which touted 
Kent’s “Micronite” filter as the most 
effective on the market; 2) Bud 
Gruber. 

When Gruber took over Lorillard’s 
presidency (from William Halley), 
Kent was an also-ran in the filter 
sweepstakes. Brought out in 1952, it 
retailed at a premium price. Soon, as 
Viceroy and then Winston joined 
the fray at “popular” prices, Kent, 
which had never sold more than four 
billion units, began to slide. Gruber 
saw the slide coming, pushed hard 
for a price cut and frequently locked 
horns with President Halley, a de- 
termined premium price man. Alleg- 
edly, thirty minutes after becoming 
president, Gruber telephoned orders to 
slash Kent’s price. This meant that to 
make money on Kent at the cut price, 
Gruber would have to triple its sales. 

Gruber, however, well knew that 
mere price concessions alone would 
not recoup Lorillard’s fortunes. In 
August, 1956, the company’s biggest 
selling brand, Old Gold, was tarnish- 
ing fast, and Kent itself was running 
11% behind 1955’s pace. Clearly Loril- 
lard needed something dramatic, and 
to get it Gruber launched a “crash” 
research program. 

Out of that research early this year 
came a new Kent filter (though still 
called Micronite) that fatefully caught 
the all-seeing eye of The Reader’s 
Digest, which was preparing a thor- 
oughgoing study on “The Facts Be- 
hind Filter Tip Cigarettes.” Its gist: 
Lorillard’s new Kent was' the best 
filter around, cutting tars down to 25.6 
mg. (vs. 39 mg. in non-Micronite Old 
Gold filter kings) and nicotine down 
to 1.8 mg. (vs. 3.1 mg. for its Old Gold 
stablemate). 


+The Americ: > “co! sane Co. Traded NYSE. 
high, 783%; low, 6934. 


Price range 

Dividends (15% In tiseay 1957 p@ out: 

$5. Earnings Jer pF (1956): $7.5 ‘otal 
4 million. Ticker symbol: AT 


assets: 
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Real Cool Mint. The Digest’s kudos 
were such a shot in the arm for Loril- 
lard that its Greensboro, N.C. and 
Louisville (Ky.) plants were soon 
working three shifts around the clock 
to fill demand. Not until this month 
was Gruber able to take dealers off 
allocation and get his plants back to a 
more efficient double shift. Gruber 
insists, however, that Kent’s success 
was “inevitable,” though he allows 
that the Digest did spread the word 
that much faster. 

Having got Kent off the ground, in 
May Gruber dressed up Old Gold in a 
new pack, then turned to the long 
fallow mentholated market with “hint 
of mint” Newport. Since October, 
when it went into national distribu- 
tion, Newports have already sold close 
to one billion units in a market that 
now brings in 6% of all industry sales, 
nosed out Philip Morris’ Spud and re- 
portedly are selling at a faster clip 
than Liggett & Myers’ Oasis (in first 
place: Reynolds’ Salem). 

Yet there is no denying that it is 
Kent which is currently holdi:ig Loril- 
lards’ ship together; Old Golds, both 
regulars and kings, are slipping. To 
counter this, Gruber is pushing his 
research program (on which he ‘s 
spending “300% more than last year’’), 
hopes soon to bring “exciting news” 
out of his lab. 

For the year, rumor has put Loril- 
lard’s net as high as $3.50 a share vs. 
1956’s $1.34. Gruber will neither con- 
firm nor deny this, says only: “That 
sounds pretty good.” The net result 
of all this is that since January 2, 
when Lorillard stock sold at 15%, 
far less than its $24.84 book value, 
Lorillard’s shares have been bid up 
by more than 100%, early this month 
hit a new high above 33. 

The American Wey. Over at G.W. 
Hill’s alma mater, American Tobacco, 
the filter news was less than sensa- 
tional. Long after every other com- 
pany had staked a claim in the filter 
field, American’s Paul Hahn had 
finally made his filter move with Hit 
Parade (Forses, Nov. 1, 1956). But 
at the end of 1957’s first nine months, 
Hit Parade, buried deep in seventh 
place among all filters (even after 
Old Gold), seemed to be left at the 
post. 

At the year’s three-quarter mark, 
American was the only one of the Big 
Five to show a drop (some 2%) in 
total unit sales (vs. a 30% gain for 
Lorillard). It still had a commanding 
lead in the king market (some 60%), 
in which no one comes near its Pall 
Mall. Its famed Lucky Strike is still 
the second biggest selling cigarette 
(after Camel). American expected to 
chalk up a year of near-record sales 
(1956: $1.08 billion) and earnings 
(possibly as much as 75c-a-share 
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PROFIT 
PATTERN 


Net Profit Margins* among the Big 
Five cigarette makers have varied 
considerably not only in magni- 
tude but also in direction. 





Generally up: Reynolds, American and 
Liggett & Myers 


—~ 2 Net Profit Margin (%) 
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compared with last year’s $7.51). 

Paul Hahn is confident that “bit by 
bit” Hit Parade will romp home a 
winner. But it is quite obvious that the 
Digest’s plug for Kent had been a 
thorn in American’s side. In July Mad- 
ison Avenue’s famed Batten, Barton, 
Durstine & Osborn ad agency dropped 
the $1.5-million Reader’s Digest ac- 
count after serving it for years. An- 
nounced reason: “a conflict of inter- 
est” with another BBD&O account— 
American Tobacco (1956 budget: $17 
million). 


STILL A LIVELY HABIT: 
after a dip, a surge 


Man On A Camel. At Reynolds, 
which still maintains headquarters in 
the heart of Tobaccoland, Winston- 
Salem, N.C., Ed Darr, no man for 
superlatives, allowed that 1957 had 
been “rather pleasing.” Tobaccodom’s 


| most profitable company (see chart), 
*# Reynolds will probably crash into the 


billion-dollar sales club this year 
(1956 sales: $957.4 million), earn per- 
haps $1.25 more than last year’s $5.91 
per share. 

Under Ed Darr, Reynolds (second 
in sales only to giant American) has 
consistently turned in the industry’s 
best moneymaking perforrnance. Its 
Camel is the nation’s leading regular, 
its Winston the top filter, its Salem 
the top Menthol smoke. This month, 
its shares had a total market value of 
$657.5 million, which meant that in- 
vestors were paying 84c for every 
dollar of its nine-months sales, $19.73 
for every dollar of book value. Both 
were the highest among the 
Big Five. 

At the top of the heap, Darr, who 
wryly declares “that filter business 
is a joke,” takes a dim view of 
smokers who demand better & better 
filters that can only take out all the 
taste and flavor and leave “nothing 
but hot air.” But Ed Darr can afford 
such opinions; the only bad thing 
about Reynolds’ business last month 
seemed to be its current commercial 
for Camel, an insipid ditty that went: 
“What do you love and why do you 
love it? Love that Camel—it’s a real 
cigarette!” Cracked one wag: “Hate 
that commercial!” 

At 67, Darr expects to be “getting 
out of here in not too many years,” 
last month stepped up to the vice 
chairmanship (chairman: John C. 
Whitaker) to make room for new 
President Bowman Gray, up from 
executive vice president. Gray, 50, 
who joined Reynolds as a salesman in 
1930 and is a major stockholder (50,- 
000 shares), follows in the footsteps 
of his father, a onetime Reynolds 
president. As Ed Darr’s successor, he 
will also have to fill a fabulous pair 
of shoes. 

Boxing Champ. Another change of 
shoes in the industry took place last 
month at fourth-ranking Philip Mor- 
ris, when able, amiable Oliver Parker 
McComas died of a heart attack «xt 
62. Appointed to fill them: Joseph 
Frederick Cullman III, 45, Morris’ 
executive vice president since 1955. 
Born into the tobacco business, “Joe 
Third” is a member of the Cullman 
family cigarette dynasty, which in- 
cludes Cullman Brothers and Benson 
& Hedges (Parliament), now owned 
by Philip Morris. 

Still Joe Cullman has his work cut 
out for him. Though Morris has been 
the biggest packaging innovator in the 
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TOBACCO AUCTION (WINSTON-SALEM): 
the assertion travels faster than the denial 


business, for all its huffing and puffing, 
it appears to be a little out of breath. 
In 1952, when its sales were $314.9 mil- 
lion, the fourth-ranking company had 
9% of the cigarette market, then a far 
simpler market to boot. After three 
years of tumbling sales, they bounced 
up again in 1956 to $326.8 million, this 
year are almost certain to exceed even 

_ that record. Nevertheless, after all its 
best efforts, Morris still has little 
better than 9% of the total cigarette 
market. 

What’s more, since 1954, when it 
had a net profit margin of 4.2% (then, 
but for Reynolds, best in the in- 
dustry), Morris’ margins have been 
skidding (see ch.,*). In nine months 
this year, the profit margin fell to 
3.7%, except for Lorillard’s the low- 
est among the Big Five. New Presi- 
dent Cullman cannot but feel the 
breath of onrushing Lorillard, which 
is fast narrowing the gap between its 
fifth and Philip Morris’ fourth place 
in total sales. 

Even so, whether from daring or 
desperation, Philip Morris has been 
giving the rest of the industry some- 
thing to shoot at. It pulled off the big- 
gest tobacco deal of modern times 
when it brought in the Cullmans’ 
Benson & Hedges (with its valuable 
Parliament) in 1954, branched out in 
Australia and last year became the 
first of the Big Five to diversify out- 
side its immediate field by buying 
packager Milprint, Inc. (which has 
contributed handsomely to Morris’ 
sales). A packaging pioneer, Morris 
brought out the snap-open pack, the 
self-starter and was responsible for 
the boxer’s rebellion that has since 
engulfed the industry (and in which 
young Cullman had a big hand). 

Its fliptop Marlboro box, a $3-mil- 
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lion gamble (in new boxing machin- 
ery) not only made Marlboro, now 
the No. Four filter, but started the 
boxing bout that now involves some 
13 brands accounting for 15% of total 
sales (vs. only 5% last year). By 
September this year, Morris unit 
sales, thanks largely to Marlboro, 
were up 8%. 

Living Modern. For Ben Few’s Lig- 
gett & Myers, 1957’s close will find the 
third-place tobacconist, which advo- 
cates “living modern” in its L&M ads, 
also living a bit higher up on the hog. 
Sales looked to be better than 1957’s 
$565 million, net possibly 60c over 
last year’s $6.39. 

Liggett & Myers was the first 
to introduce the two-type cigarette 
(Chesterfield’s companion king) in 
1952 and a year later one of the first 
to bring out a filter in its L&M. The 





TURNING OUT KENTS: 
rock around the clock 








trouble at Liggett was that its flagship, 
Chesterfield regulars, was slipping 
faster than all other regular smokes, 
its merket share dipping by Septem- 
ber this year from roughly 7% to 
5%. 

Still Liggett & Myers’ earnings are 
on the upgrade and the $5 likely to be 
paid out this year will give its common 
the most generous yield in the in- 
dustry. And Wall Street, where good 
income is of growing concern these 
days, needed no Accu-Ray to ap- 
preciate the solid defensive attributes 
that cigarettes boast. 

No one suggested for a moment that 
the Big Five were yet out of the 
woods on the health question (“The 
assertion,” Ed Darr asserted, “always 
travels faster than the denial”). Nor 
have they been able to hold down 
rising leaf prices, which tend to 
squeeze margins (in April they coun- 
tered by jacking up kings and regulars 
a penny a pack). Then, too, smaller, 
innovation-prone companies like Mor- 
ris and Lorillard must forever keep 
coming up with new ideas to steal the 
march from the big, well-heeled firms, 
who often rush in to finish what the 
smaller outfits begin. 

Thus Gruber’s Lorillard, now put 
upon to prove that Kent is no flash in 
the pan, will also have to bolster Old 
Gold, while Cullman’s Philip Morris 
must pull something else out of the 
box to beef up its thinning margins. 
Nor can Hahn’s American, Darr’s 
Reynolds or Few’s Liggett ignore the 
significance of the Kent click. Hahn, 
for one, has already admitted testing 
still a new filter. 

With all this, tobaccomen must also 
concern themselves with the small 
rate of growth among people in the 
heaviest-smoking age bracket (18-54) 
due to the low birthrate in the Thir- 
ties, with still rising costs and a grow- 
ing resentment among growers of 
Bright tobacco over the increasing use 
(in filters) of the stronger Burley 
leaf. Then, too, they are up against 
a notoriously fickle public, whose 
tastes and brand habits change like 
the wind. Even so, that much at least 
was true in George Washington Hill’s 
day, and tobacco has never known a 
better salesman. 

But there is one thing about the 
cigarette industry that forever bright- 
ens everybody in it. “We’re depres- 
sion-proof,” says Darr. “Even the 
man out of work won’t give up smok- 
ing.” To Bud Gruber, who believes 
the public will continue to want in 
their cigarettes what he cautiously 
calls “less of the things they’ve been 
smoking filters to get less of,” 1957 
“may well go down in business his- 
tory as the year in which the industry 
met its greatest setbacks, yet scored 
its most significant gains.” 
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METAL FABRICATORS 


SOMETHING FOR 
THE STOCKING 


Last month, Rheem stock- 
holders had cause for Thanks- 
giving? their company was no 
nger a turkey. This month 
their Christmas was tangibly 
brighter, too. 





FaMILy-RUN Rheem Manufacturing 
Co.* had almost run into the ground 
by September, 1956 when Australian 
Angus Lightfoot Walker was boosted 
from executive VP to president 
to get it out from down under. In 
cleaning house in the $129-million 
assets, you-name-it-we-make-it (ev- 
erything from toilets to guided 
missile components) company last 
year (Forses, April 15),. 48-year- 
old Gus Walker had to take writeoffs 
and other losses to the tune of a jolt- 
ing $16 million. But last month, over 
a barrel only one year before, Walker 
was back on his feet with a little 
something for the Christmas stock- 
ings of his 13,800 anxious stockholders. 

It was plain in dollars and cents 
just how well six-foot-four, silver- 
flecked salesman Walker had tight- 
ened up the loose-jointed leader in 
steel drums and water heaters. In- 
stead of a hollow deficit of $1.23 per 
share rung up in the first nine months 
of 1956, Gus Walker had a more im- 
pressive performance to beat the 
drums about. On sales rebounding 
from $126.5 to $147.6 million, Rheem 
had posted earnings of $1.09 per 
share. 

Something, Isn’t 1? As a further 
token of better times, Walker saw to 
it that the shareholders were voted a 
10c dividend, first since payments 
stopped in June, 1956. “Our short- 
term bank loans,” he apologized, 
“forbid us to pay out more than 10% 
of 1957 earnings. But,” argued he 
cheerfully, “ten cents is something, 
isn’t it?” 

Walker was clearly hoping that, 
with Rheem’s current loans cut from 
$39 million last January to but $16 
million last month, his bankers would 
soon permit him to be more gener- 
ous with shareholders. Before it 
went over Niagara Falls last year, 
barrel-maker Rheem paid the annual 
$2.40 dividend. “Next year,” promised 
Gus Walker, “the terms of our loan 
are subject to fresh negotiation. We 
hope at that time to be able to pay out 


*Rheem SMamutocturing Co. Traded NYSE. 
Price range (1957): high, 2114; low, 1134. 
te 1956): $1. Indicated i933 ms out: 

raings per share (1956) : $5.0 _a 
pS $129 million. Ticker Jat. 
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RHEEM’S WALKER: 
he sets his sights on a 30% return 


a much 
earnings.” 

But despite Rheem’s 10c turnabout, 
there were a number of $64 questions 
still to be answered. Had trouble- 
shooting Gus Walker drilled the bugs 
out of his government jet engine 
work? Were Rheem’s auto bumper 
and spring lines still bouncing cra- 
zily? Replied blunt Gus Walker: 
“We've licked our organizational and 
technical problems. Our only prob- 
lems now are economic—competitive 
conditions in our plumbing fixtures, 
for example.” Not that Rheem’s eco- 
nomic problems were _ insignificant, 
but Walker feels he is on the way to 
beating those, too. “In fact,” 
“all our business is in the black. My 
management goal is a 30% return on 
invested capital in all our divisions— 
and we're getting that in some of 
them right now.” 


larger perceniage of our 
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la the uacertain 
auto-parts trade, 
Murray Corp. of 
America watched its 
pre-tax profits slip 
from ‘52 to “53. 
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BUILDING MATERIALS 


OUT OF THE 
FRYING PAN 


Murray Corp.'s strenuous 
way has led from uncertainty 
to uncertainty. 





Year after year, Byron Clinton 
(“Bud”) Gould, president of Murray 
Corp. of America,* has preserved a 
nearly changeless format in his an- 
nual reports to stockholders.! But 
Detroit-based Murray Corp. itself has 
been far from unchanging. For 
mearly a decade, it has been a notable 
corporate chameleon. Under 2 Gould- 
instituted diversification program, 
Murray Corp. has abandoned its old 
traditional role as an auto parts sup- 
plier, emerged instead as a maker of 
plumbing fixtures and appliances. 

Goodbye, Detroit. That was just the 
way Bud Gould wanted it. Eager to 
end Murray Corp.’s precarious de- 
pendence on Detroit’s oscillating for- 
tunes, two years ago Gould sold his 
auto framemaking business to Dana 
Corp. for $15.6 million. That done, 
he breathed a long sigh of relief. 
“With this sale,” said he, “Murray 
Corp. has completely eliminated the 
hazards of being a captive supplier to 
the automotive industry. We are now 
well prepared to reinvest working 
capital in the more secure business 
of producing end products in diversi- 
fied industries.” 

By every standard, Murray Corp. 
had emerged as a picture of fiscal 
health. Behind it was a classic year 
in which booming residential con- 
struction had mightily buoyed up 
Murray Corp.’s Eljer plumbingware 
More- 


market had meant big profits for the 
autoframe division as well. Despite 
the fact that sales were off 35% to 
$72.9 million, Murray Corp. was rid- 
ing high. The sales loss merely 
reflected curtailment. in its high- 
volume, low-profit auto stamping 
business. Profits were another story. 
Before taxes, they totaled $12 mil- 
lion, the same as in highly prosperous 
1954. Thus on every sales dollar, 
Murray Corp. had earned a fat 16.4c 
before taxes, the widest profit margin 
in Gould’s seven-year tenure as 
president. 

After that everything was anti- 
climax—with a thud. Murray Corp.’s 
fortunes began sliding downhill, and. 
the pace accelerated. In a very real 


*Murray > aber) of America. Traded NYSE. 


Price range (1 high, 31; low, 21. Divi- 
dend (1957) Rarnises — share (1957) : 
$1.56. Total PRE. $67.3 million. Ticker sym- 
bol: M 
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sense, Murray Corp. had emerged 
from the frying pan only to fall in 
the fire. If it was no longer depend- 
ent on the cyclical auto business, it 
was now equally dependent on the 
equally cyclical construction market. 
Bud Gould had bravely expanded his 
Eljer plumbingware business until it 
stood second only to American Radi- 
ator-Standard Sanitary. And as 
housing starts fell off with increasing 
momentum, so did Eljer’s business. 

What’s more, Gould’s newest diver- 
sification effort, his Easy Washing Ma- 
chine division (bought in 1956), had 
also fallen upon evil days. Sales of 
home laundries dipped 19% this year. 

Down the Drain. Finally last month, 
when Bud Gould mailed out his 
annual report for fiscal 1957 (ended 
August 31), it was clear that Murray 
Corp.’s high hopes had pretty much 
gone down the drain. Sales for the 
year were off 8.3% to $63.3 million. 
Worse, Murray Corp.’s profit before 
taxes had fallen a stiff 22% to $3.9 mil- 
lion. That meant that its pretax profit 
margin had dropped from 7.2c on the 
dollar to 6.2c. By any standard, it 
was the worst showing Bud Gould 
had ever had to report. 

Curiously enough, Gould himself 
was not visibly discouraged. For all 
his current woes, he still believed 
that by switching competitive battle- 
grounds Murray Corp. had bought 
itself a better piece of the future. In 
particular, Bud Gould had his eye 
fixed on the big bulge that has oc- 
curred in the birth rate curve since 
the war. His conclusion: that it will 
mean a great construction boom in 
the years ahead. “We believe,” says 
Gould, “that the most prosperous 
decade in the history of our civilian 
economy will start in 1960 for those 
who have prepared for it.” When it 
comes, Gould feels, Murray Corp. will 
be ready and waiting. 





ANALYST CLAYTON: 
“bad news is hushed up” 


WALL STREET 


BIG COUNT 


Analyst Harold Clayton does 

not believe in either Dow- 

Jones’ or Standard & Poor’s 

averages. He makes his own 

by counting all prices of all 
stocks. 





To add to golden numbers 
golden numbers. 
—PatTIENT GRISSELL, 
ACT 1, SCENE 1 
BY THomMAsS DEKKER 


Stupents of the DJI and Standard & 
Poor’s 500 know that the two sets of 
averages would show a general mar- 
ket decline for the two-year period 
beginning at the end of 1955 of 8.08% 
and 10.46% respectively. However, 
according to a unique set of figures 
kept by Analyst Harold Clayton, the 
total market did not dip during that 
period. The holder of one common 
share of every issue would have, in- 
stead of a loss, a paper profit of 9.53%. 





while blue chips showed a gain. 


NEW LIGHT ON LOW-PRICED STOCKS 


Conventional stock-market averages tend to neglect trends in low-priced 
stocks, but analyst Harold Clayton's unique statistics spotlight them, show that 
| such stocks had o deep loss over the past two years when the DJI was down 
3 just 8% on balance. Low-priced stocks declined even further in bearish 1957 
wz 
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Harold Clayton, 52-year-old ana- 
lyst for the investment banking house 
of Hemphill Noyes & Co., leans his 
weary-looking round face over the 
Big Board quotations beginning each 
morning at 6 a.m., making a complete 
count-down of prices and volume of 
every common stock listed. He notes 
on large index cards the “golden num- 
bers” of the stocks. Thus, he can total 
up all the prices and then divide by 
the number of stocks. Recent “price” 
of the Clayton average: $30,217. 

Clayton calls the results of the DJI 
and Standard & Poor’s 500 good for 
“the marginal information.” Says he: 
“They tell you about major trends 
among the blue chips.” But Clayton 
claims his “average” is far more rep- 
resentative of what is happening to 
stocks as a group. 

In his narrow office—shared with 
his secretary—he also puts his index 
cards to further, and for him, more 
important use, far beyond the scope 
of other market averages. He transfers 
their information into a complicated 
entry book where it falls into each of 
three categories: industry, size (com- 
puted by number of shares multiplied 
by market price), selling price range. 
He keeps records of 94 industries, 21 
size groups and eight sales ranges. 

Clayton’s search is a single-minded 
but difficult one: he looks for stocks 
that show sudden increases in trading 
volume, accompanied by a marked 
rise or fall in their prices. With this 
system he “knew something was hap- 
pening in oil this fall . . . [oil stocks] 
went, in one day, from 10% of the 
market volume to 15%.” He also 
knew about the copper situation last 
year a month before the price of a 
pound of copper took its first dive in 
October, 1956. “In September, the 
volume of a couple of small companies 
suddenly went up and their market 
price dipped.” 

Bad news, says he, shows up more 
advantageously than good news in 
his system. “Good news,” Clayton ex- 
plains, “gets around quickly, but bad 
news is generally hushed up, and 
the first indication of it comes when 
somebody sells the stock. 

“I know all the time where the 
money is going. The assumption I 
make is that somebody knows some- 
thing about a stock before the public 
does. I know what the blue chips are 
doing, the light blue chips, the ma- 
roon chips. I know what they’re all 
doing,” he preens. 

Taking off only one day in two 
years—Christmas, 1956—from keeping 
his records, Clayton has rejected sev- 
eral offers to buy his numbers. “Then 
what the hell would I do with my- 
self?” he asks. “They’d know every- 
thing I know.” 
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OIL 


RESCUED 
CHESTNUTS | 


Once again last month, Wall 

Street was learning an old 

lesson: it never pays to un- 

derestimate wily Oilman J. 
Paul Getty. 


As Poet Robert Burns long since 
pointed out, “the best-laid schemes of 
mice and men gang aft a-gley.” But 
as an even more venerable saw points 
out, there are more ways than one to 
skin a cat. 

No man knows that better than J. 
Paul Getty, the billionaire oilman of 
mysterious mien who parlayed a few 
producing wells into a mighty oil 
empire still held tightly under his 
thumb. Last month Getty again recog- 
nized the wisdom in Robert Burns’ 
observation, reacted with the re- 
sourcefulness for which he is famous. 
Again, Wall Street concluded, Getty 
had succeeded handily in pulling some 
imperiled chestnuts out of the fire. 

His Own Man. In building up his 
empire, Getty had singlehandedly 
wrested control of Tidewater Oil Co. 
from rivals, built around it a complex 
corporate network that includes Getty 
Oil* and Skelly Oil. In his early years 
of operations, Getty had controlled 
mainly California crude, and he 
needed a market for it. The orthodox 
thing to do would have been to build 
refineries and service station net- 
works. But Getty, always his own 
man, is anything but orthodox in his 
solutions. Instead he won control of 
Tidewater, which already had refin- 
eries and an outlet system on both 
coasts of the U.S. 

Later it became clear that the big- 
gest profits were in Middle East crude. 
But Getty was a latecomer, and rights 
in the known fields were already 
sewed up by the big international oil 
giants. Yet Getty stili found a way 
to skin his cat. He began drilling in 
the neighboring—and little regarded— 
Neutral Zone. By last fall, his gam- 
ble was paying off handsomely. From 
a standing start, Neutral Zone pro- 
duction was gradually rising to a 
planned output of 80,000 barrels of oil 
a day. 

As Getty himself once put it: 
“Crude oil is of little value without 
a market.” Getty had made his plans 
for that too. In the U.S., 61%-owned 
Tidewater Oil had laid out a whopping 


*Getty Oil. Traded NYSE. Price ran 
(1957): high, 391%; low, 20% 

(1956) : 5% in stock. Indicated 1 1957 payout: 
5% in stock. Ea ‘ 
ane assets: $163.4 emit fon. *~ symbol: 
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GETTY’S GETTY: 
more than one way to skin a cat 


$200 million for a spanking new East 
Coast refinery which was geared to 
run on just the kind of Middle East 
crude Getty is producing in the Neu- 
tral Zone. Moreover, Tidewater had 
made provision for a fleet of tankers 
to get the crude to its refineries by 
starting one of the biggest shipbuild- 
ing programs in the entire US. oil 
industry. 

Hole Card. As Wall Street recog- 
nized earlier this year with an ap- 
propriate runup in Getty stock, it was 
a neat plan. Then something inter- 
vened to spoil it. The Government, 
worried about pressure on domestic 
oil producers, clamped a “voluntary” 
quota system on oil imports. Tide- 
water, whose planned imports were 
cut back by 60%, was out in the cold 
if the Government enforced its rul- 
ing. So was J. Paul Getty, with 
fresh production coming in from the 
Neutral Zone wells. | 

But as Wall Street has learned to 
its cost before, it never pays to under- 
estimate the wily J. Paul Getty. Last 
month in Dusseldorf, Germany, Getty’s 
legal advisor let a new cat out of the 
bag that put things in an entirely new 


































































GETTY’S “S.S. GEORGE F. GETTY”: 


was it a question of any port in a storm? 





perspective. On the banks of the 
Rhine River, said Dr. Kurt Kerksen, 
Getty Oil now plans to build a $92.5- 
million refinery with a capacity of 
1,000,000 tons of oil a year. To feed 
it, Getty will also build a special river 
port capable of handling large, ocean- 
going tankers. Tidewater and Getty 
executives were not talking about the 
German refinery, but Paul Getty’s 
plan seemed obvious to Wall Streeters. 
Instead of feeding Neutral Zone pro- 
duction to Tidewater’s refinery, they 
reasoned, Getty will shunt it to his 
German plant. 

If this is his plan, Getty’s hole card 
looks like an ace. In Germany, Getty 
will be situated at the heart of an oil 
market that is growing far faster than 
even the U.S.’ 


FINANCE 


NO WAY OUT? 


Leopold Silberstein says he is 
“house cleaning” but he may 
have taken himself to the 


cleaners. 


“You have to make up your mind 
what you want,” German-born finan- 
cier Leopold D. Silberstein once 
mused aloud, “money or power.” 
Silberstein knew what he wanted: 
power. After merging and re-merg- 
ing a burned-out coal company into 
the highly diversified and apparently 
successful Penn-Texas Corp.,* Sil- 
berstein went after Chicago’s old-line 
Fairbanks, Morse & Co. 

As it turned out, he bit off more 


*Penn-Texas Corp. Traded NYSE. Price 
— e (1957): high, 13% ; low, 3'8 Dividend 
( ic 


): 35ce plus. a c Stock. Indicated 1957 
Parent: 410% 44 Earnings er share 


(1 ): 38c. Total assets: 125.5 million 
Ticker symbol: PTX. 
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than Penn-Texas could chew. Fair- 
banks’ President Robert H. Morse beat 
him off in a ‘bitter proxy fight, and 
later got a court injunction forbidding 
him to buy more stock or to try to 
take over the company for five years, 
even though Silberstein had cornered 
nearly half the outstanding common 
stock. 

The Come-Down. Silberstein now 
found he hada lion by the tail. It 
soon became apparent he could not 
easily either hold on to his Fairbanks, 
Morse stock or let it go. If he sold on 
the open market, that would depress 
the price of Fairbanks, Morse com- 
mon, weaken its worth as collateral 
behind Penn-Texas’ heavy borrowing. 
If he held on, Penn-Texas would be 
locked in a situation it could not con- 
trol. For the first time in its history 
Penn-Texas last month passed the 
dividend on its preferred stock. Rea- 
son: its earned surplus account had 
shrunk so badly it no longer contained 
the $170,000 needed to pay the divi- 
dend. In stalking his lion, Silberstein 
had used up an estimated $10.5 million. 

Nor was that all. Penn-Texas was 
so strapped for cash, Silberstein an- 
nounced, that it was selling off a ma- 
jor subsidiary, the Industrial Brown- 
hoist Co.; to an undisclosed buyer for 
a rock-bottom $3 million. Said a tight- 
lipped Leopold Silberstein: “This year 
is a year of cleaning house.” 

Boomerang. Whether Silberstein was 
cleaning house or whether he had 
been taken to the cleaners was an 
open question. To finance his pur- 
chases of Fairbanks, Morse stock, Sil- 
berstein had to scour the US. for 
loans, paying sky-high interest rates 
as well as “finders’ fees” and exorhi- 
tant “service” charges. As collateral 
for the loans, Silberstein had to put 
up Fairbanks, Morse stock he already 
owned. This also meant he had to 
keep buying the stock in the open 
market to support its price, despite the 
court injunction forbidding him todoso. 

In some cases, Silberstein can even 
be required to make up the difference 
in price between stock value and col- 
lateral requirement on only 24 hours’ 
notice. His $2.4 million loan from 
Dutch-born financier Jacques Sarlie, 
for example, guarantees that Sarlie 
will get at least $53 a share for the 
stock. With Fairbanks, Morse now 
selling for only $40 a share, Silber- 
stein must tie up at least $520,000 of 
his skimpy funds just to be ready to 
meet the Sarlie requirement on the 
loan. 

No Escape? Worse, Penn-Texas 
must pay off $10.5 million in bank 
loans within the next year. Silberstein 
might be able to raise the cash by 
selling his Fairbanks, Morse stock, not 
on the open market, but in a bloc to 
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PENN-TEXAS’ SILBERSTEIN: 
he sprang a trap 


a group seeking control. But Robert 
Morse has a suit pending which would 
require Penn-Texas to stop buying 
his stock. Adds Morse in no uncertain 
terms: “If he has been accumulating 
Fairbanks, Morse stock for the pur- 
pose of selling control to another 
party, he is violating the decree of the 
Federal Court, in our opinion.” 

As Wall Street saw it, there was 
only one way out for ambitious Leo- 
pold Silberstein: to sell off his prized 
subsidiaries, one by one, at knock- 
down prices, as he has already done 
with Industrial Brownhoist. He prob- 
ably will have to if Robert Morse wins 
his suit. For, unless he can sell his 
Fairbanks, Morse stock, Silberstein 
must keep on buying it. Otherwise 
the price almost inevitably will keep 
declining, tightening the trap Silber- 
stein unwittingly sprang on himself. 





HOOKER’S MURRAY: 
is there strength in »~umbers? 





CHEMICALS 


THREE IN A ROW 


Chairman Murray’s mergers 
brought Hooker  Electro- 
chemical into the chemical 
big-time. But it also com- 
plicated its problems. 





Ropert LinptEyY Murray, 65, was 
highly ambitious for his thriving 
Hooker Electrochemical Co.* The 
Hooker chairman figured that the 
three smaller chemical plants neigh- 
boring his own along the bank of the 
Niagara River would be far better 
off welded into one huge corporate 
whole. Over the past two years he 
realized his ambition and merged 
Niagara Alkali, Oldsbury Electro- 
Chemical and Durez Plastics into his 
$123-million (assets) Hooker Electro- 
chemical. 

“The acquisition last January,” says 
Murray, proudly, “of three substan- 
tial companies, each with its own 
products and its own markets... has 
been a challenging task.” But Mur- 
ray considered that the game had been 
well worth the candle. In just seven 
years he had built Hooker from a 
small, $22-million sales company to 
a big $110-million-a-year one. 

Premature Past. But last month, 
more than most other chemical com- 
panies, Murray’s Hooker seemed to 
be suffering from an extremely un- 
comfortable case of economic indiges- 
tion. It appeared almost certain that 
Hooker’s sales for the’ fiscal year 
ending November 30 would be down 
moderately. Worse still, it was 
equally likely that Hooker’s earnings 
would slump by no less than 30%. 

For hard-working Murray, this was 
a bitter pill to swallow. His 1957 
report may show the worst earn- 
ings drop Hooker has experienced 
since the war, the first decline in 
sales since 1952. The trouble, Murray 
explained last month, was that cus- 
tomers were buying less than they 
had originally said they would. “Cus- 
tomers’ requirements,” said he, “ran 
below their original forecasts.” 

Cust Trouble. By way of con- 
solation, Murray did have some com- 
forting words. Hooker, said he, was 
“more than holding its own” within 
the industries it served. But to many 
on Wall Street these words did not 
sound as comforting as Murray had 
intended. True, the rock-slide which 
last year carried part of the Schoell- 
kopf power station into the river was 





*Hooker Electrochemical Co. Traded 
NYSE. Price range (1957): high, 3058 low, 
2234. a eens (1956) : $1. Indicated 195 7 pa 
out: $1. mi per share (1956): fi 5 
poy by million. Ticker symbol: 
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partly to blame for Hooker's trou- 
bles: it resulted in a 40% increase in 


Murray’s power costs. Niagara, 
though, was only part of the story. 
Hooker’s troubles went deeper than 
that. Its biggest business is still the 
production of chlorine and caustic 
soda, both currently weak because of 
slowdowns in the paper, rayon and 
cellulose industries, their largest con- 
sumers. 

But it also appeared that Murray’s 
ambitious merger had compounded 
the troubles. Now Murray has plas- 
tics problems, too. In Durez Plastics, 
Murray acquired a company whose 
main products are phenolics and 
polyesters. Phenolics—the most heat- 
resistant of the plastics—have ex- 
panded only sluggishly in use in the 
past six years, growing in produc- 
tion by a mere 16% to 580 million 
pounds. Polyesters are rising fast— 
from 25 million pounds in 1952 to an 
estimated 100 million pounds this 
year, up 300%. But Hooker has plenty 
of company in polyesters. A dozen big 
companies produce the bulk of the 
resin but because of the low invest- 
ment required to get into production, 
nearly 150 smailer companies are in 
the field. The result of all this has 
been rough competition and reduced 
profits for everybody. 

Save and Spend. Murray’s plight 
was plain. On top of the cost-price 
squeeze afflicting the whole chemical 
industry, he had to contend with a 
softening market and weakness in 
product. 


Partly as a consequence of all these 
troubles, Hooker common stock has 
taken a severe drubbing. Last year 
one of the most eagerly sought-after 
of “growth” stocks, Hooker has 
dropped a jolting 56% from its 1956 
_ high of 52%. 

Murray, who is not unaware of his 
problems, has a determined program 
to deal with them. One: “The most 
concerted company-wide cost reduc- 
tion and saving campaign we have 
ever undertaken.” The other: “Spe- 
cial emphasis . . . on areas of en- 
deavor which will contribute most to 
future growth.” First among these, 
said he, is research and the budget 
for this has been increased 30%. 

Before snow flew on the Canadian 
border, Murray took a major step to 
change his luck. Out where the river 
mist hung chill over Grand Island, 
workmen were digging the founda- 
tions for his new $3.5-million research 
center. There are, says Murray, only 
three ways that a company can grow— 
by improving quality and reducing 
costs, by developing new products and 
by expanding into new fields. 

“Research,” says Murray, “is vital 
to them all.” 
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RAIL EQUIPMENT 


GREAT GAT’S KEY 


In a bad year for the rail- 
roads, at least one rail rm 
plier was still riding hig 





Wate railroad dividends last month 
were dropping like autumn leaves, 
General American Transportation 
Corp.,* the U.S.’ largest freight-car 
leaser, sprouted a new dividend as if 
it were spring, and added an extra 
besides. GAT’s directors voted to raise 
their quarterly dividend from 80c to 
8742 a share and to pay out a 25-cent 
extra as well. This action brought 
GAT’s 1957 payout to $3.52% a share, 
well up from the $3.15 paid last year. 
GAT’s president, William J. Stebler, 
had few doubts about GAT’s ability 
to maintain the new rate in the face 
of a general slowdown in business. 
Says he: “We wouldn’t have raised it 
if we didn’t think it would stick.” 
Recession Proof? Stebler had good 
reasons for his confidence amidst the 
general discouragement. Among those 


*General American Transportation. Traded 
NYSE. Price range (1957): high, 88, low, 70%. 
Dividend (1956): $3.15. Indicated 1957 y- 
out: $3.5249. Earnings r share (1956) : Bi. 
Total assets: $333.5 mill. Ticker sym.: GMT. 





STABILIZER 


Tied to the unstable railroad industry, 
General American Transportation has 
nonetheless shown little susceptibility 
to the tides that move that industry. 
During the recession of 1938 
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companies that feed off the railroads, 
Stebler and General American, which 
has been paying dividends without 
interruption since 1919, were in a 
uniquely fortunate position. Let rail- 
road carloadings fall as they may, 
Stebler can count on GAT’s car leas- 
ing business to hold steady. 

GAT’s 65,000-unit fleet of tank, re- 
frigerator, express, and stock cars 
serve segments of the economy whose 
goods have to be moved no matter 
what happens and whose rapid growth 
generally checks the downswings of 
recessions. Among them: petroleum, 
chemicals, food processing. 

As a result, General American 
made money right through the Thir- 
ties, years when many of the big rail- 
roads were sinking into bankruptcy. 
It also rode out the recession of 1954 
with steadily rising profits (see 
chart). And at 1957’s three-quarter 
mark GAT’s 1957 profits were up 
13.3% (to $11 million) on a 7.5% 
rise in revenues (to $78 million). 

Despite the over-all downtrend in 
railroad carloading, Stebler says, this 
year’s fourth quarter looks like the 
best of the year. Consequently 1957 
earnings should run between $6.50 
and $6.75 a share, vs. $5.71 last year. 

Stabilizer. Some Wall Streeters have 
questioned whether GAT’s diversifi- 
cation in recent years may not have 
lessened its traditional stability. Sev- 
enteen years ago, General American 
moved into freight car building to 
back up its car-leasing operations 
(today it ranks third in the industry). 
Later it went into heavy-duty equip- 
ment to balance out its carbuilding 
cycles, and had so much success that 
it has since skittered off into such 
sidelines as plastics and nickel plat- 
ing. Result: in an industry where 
growth is slow at best, GAT’s sales 
have more than doubled in ten years. 

Stebler denies, however, that GAT’s 
manufacturing ventures have lessened 
its stability one jot. “In fact,” says he, 
“we're stabler now than we've ever 
been. If it were 1954 coming up, for 
instance, we’d do a lot better than 
we did then.” Stebler likes to empha- 
size one point: “We still make,” says 
he, “most of our money on our leéas- 
ing operations.” Manufacturing oper- 
ations, while they comprise 50% of 
sales, supply about 25% of profits. 

Right now, he says, things look 
bright all around. A number of 
GAT’s manufacturing divisions are 
already booked well into late 1958, 
and the whole of GAT’s car fleet 
is leased straight through 1958. Says 
Stebler, “Things still look very good.” 
And Wall Street seemed to agree. 
At a time when the S&P rail average 
was down 31%, General American 
was off just 19% from its 1957 high. 
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AIRCRAFT 


OUT OF A DIVE? 


In’ Grumman Aircraft’s 
cloudy fiscal sky, a sudden 
patch of light appeared last 


month, 


Tue U.S. Navy has few more enthu- 
siastic boosters than Leon A. “Jake” 
Swirbul. Swirbul’s interest in the 
Navy, however, has not been en- 
tirely sentimental. As presidert of 
Bethpage, Long Island’s middiing- 
sized Grumman Aircraft Engineer- 
ing Corp.,* Swirbul has counted on 
Navy brasshats to provide at least 
97% of his company’s business. Dur- 
ing World War II, orders for Navy 
fighters boosted Grumman sales six- 
fold. Then, after the aircraft industry 
pulled out of its postwar slump, 
“Jake” got Grumman off the ground 
again, raised volume steadily for six 
years to a peak in 1953. But there- 
after Grumman began to lose altitude 
again as the Navy cut back new 
orders for planes. 


The Straggler. This year, with mili- 
tary spending plans down sharply, 
Grumman’s prospects seemed bleak 
indeed. In the first three quarters, 
reported Swirbul last month, the 
Bethpage planemaker did score a 5% 
rise in sales (to $147.5 million), but 
at the same time it suffered a dam- 
aging 43.5% setback in pretax profits 
(to $7.1 million). In the third quar- 
ter, Grumman brought in only $35 
million in new business as against 


*Grumman Aircraft Engineering Corp. 
Traded NYSE. Price range (1957): high, 3454; 
low, 1544. Dividend (1956): $2. Indicated 
avout: $1.75. Earnings per share (1956) : 
‘ ag assets: $83.1 million. Ticker sym- 
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NAVY’S NEW EARLY-WARNING WF-2 “TRACER”: 
to Grumman, the contract was better late than never 
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GRUMMAN’S SWIRBUL: 
the Navy took him off the hook 


$50.7 million in sales. 

To help fill in these profit gulleys, 
Jake Swirbul is building a new 12- 
passenger turboprop transport. Des- 
ignated the “Gulfstream,” this craft 
will be the first commercial plane 
produced at Grumman since 1950. 
The Gulfstream, however, will not be 
put on the market until 1959. 


In the meantime, competition for 
the Navy dollar has been getting hot- 
ter. Last year, while Swirbul raced 
to overcome power-plant difficulties in 
his lightning-fast F11F-1 Tiger jet 
fighter (speed: 1,200 mph), Chance 
Vought’s Frederick O. Detweiler suc- 
ceeded in grabbing the lion’s share of 
Navy fighter appropriations with his 
flight-perfect F8U Crusader. To add 
to its woes, Grumman has trailed 
well behind both Chance Vought and 
McDonnell Aircraft, another major 


















































































rival, in the vital matter of missile 
development. By last October, things 
really looked bad. Swirbul’s backlog 
of orders stood at $213.5 million, down 
40% in a year. Chance Vought’s 
backlog: $414 million, off just 15%. 

Economy Thaw. A fortnight ago, 
however, Jake Swirbul’s fortunes 
suddenly took a sharp turn for the 
better. Defense Department comp- 
trollers, thawing contracts put on ice 
during the economy wave, allowed 
the Navy to award Grumman two big 
production orders. One, amounting 
to $46 million, was for Grumman’s 
WF-2 Tracer, a newly developed 
early-warning radar plane. Another 
$40-million order was for a second 
round of F9F-8T Cougar jet fighter- 
trainers. 

“These orders,” said Swirbul with 
apparent relief, “may not mean a 
build-up, but they will serve to 
stabilize our work force and pro- 
gramming.” The way things had been 
going for Grumman, this was good 
news indeed. After sinking to 15% 
from its 1956 high of 345, Grumman 
common rallied 4% points in one 
early December week, got as high as 
21%. 


CEMENT 


BELLWETHER 


When price boosts loom, 

Penn-Dixie Cement normally 

leads the pack. This year’s 
question: W here? 


THERE is nothing sheepish about the 
cement industry when it comes to 
raising prices. They have a solid 
product and, they reason, it deserves 
a solid price. But they do normally 
flock after one consistent bellwether: 
New York-based Penn-Dixie Cement 
Corp.* Far from the biggest outfit in 
the industry, Penn-Dixie ranks well 
down the scale behind at least five 
other bigger producers. Yet when 
Penn-Dixie’s bell tinkles, the whole 
industry follows along on a general 
price boost. 

Follow the Leader. The record is 
clear. In boom year 1955, Penn- 
Dixie’s President Barton W. Drucken- 
miller, 66, was in the van with a hike 
of 15c—or 5%—per bag of cement. 
The rest of the industry followed. A 
few months later, Druckenmiller 
boosted his price another 10c—or 3%. 
Again the industry trailed along be- 
hind. A year ago last June business 





*Penn-Dixie Cement Cor 


. Traded NYSE. 
Price range (1957): high, 


16; low, 21. Divi- 


dend (1956): $1 plus 5% stock. Indicated 1957 
yout: =. rnings _ share (1956): 
97. Total assets: $55. million. Ticker 

symbol: DXC. 
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was brisk and Druckenmiller jumped 
to the fore again with another 10c-per- 
bag price hike. So did the rest of the 
industry. 

Once again this month, Penn-Dixie 
was taking its old role. This time it 
was a 5% price boest. But for once, 
Wall Street pundits who have been 
watching Penn-Dixie as the price- 
bellwether of the industry had some 
questions. Some, in fact, doubted that 
Druckenmiller could make the in- 
crease stick for long. Reason: demand 
for cement has palled as highway and 
housing starts lagged, resulting in 
sticky inventories. Druckenmiller 
himself felt that Penn-Dixie—and the 
industry generally—deserved the in- 
crease. For 1957 had been a miserable 
year. The great cement strike had 
shut down Penn-Dixie for no less 
than eleven weeks, other producers 
for generally less time. But with 
about one third of the cement indus- 
try’s capacity handcuffed for a solid 
month, foreign cemenimakers—par- 
ticularly the Canadians—had stuck a 
big foot into the door of the U.S. ce- 
ment market. Moreover, they are still 
there. 

Penn-Dixie Needed It. Says a spokes- 
man for Universal Atlas Cement, the 
wholly-owned subsidiary of U.S. Steel 
and kingpin of domestic cement pro- 
ducers: “Penn-Dixie was struck 
much longer and suffered more than 
the rest of us, so I guess they needed 
the price increase more. Universal 
Atlas went through a six-week strike, 
but only 40% of our output was hit.” 
This official laments that this will be 
the first time in 11 years that the 
industry has not set a new peak for 
volume shipped. He adds: “For 1958, 
we're hoping that highway construc- 
tion will give us a lift.” 

Even without the strike, Drucken- 
miller believes, Penn-Dixie would 
have shown 7% or 8% less sales for 
1957. With it, the cementmaker’s sales 
were off 19% (to $30.6 million) in the 
first nine months. Worse, its net profit 
declined by half to $1.23 per share 
vs. $2.45 in 1956. 

Few cement producers are doing as 
well this year as in 1956. Even Henry 
J. Kaiser’s Permanente Cement Co., 
operating in the lush California area, 
sustained a slight dip in net for the 
nine months—99c a share vs. $1.03. 
Sharper declines were registered by 
Alpha Portland Cement, American 
Marietta, General Portland and Le- 
high Portland. These declines were 
sustained despite higher dollar sales. 

Quo Vadis? In this context, Wall 
Street visibly has its doubts about 
the wisdom of raising prices. Druck- 
enmiller, however, feels otherwise. 
Says he: “These increases are being 
put into effect in an attempt to offset 
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PENN-DIXIE PLANT, WESTERN HEMISPHERE’S LONGEST CEMENT KILN: 


rising manufacturing costs due to ma- 
terial and labor inareases. Practically 
every element that enters into the 
cost of Penn-Dixie products has gone 
up in price during this current year— 
coal, paper bags, firebrick, gypsum, 
steel grinding balls, and maintenance 
supplies.” On top of which, he added, 
early next year Penn-Dixie faces the 
necessity of fighting the old wage 
battle with its unions all over again. 


In a sense, it was a persuasive case 
for an increase. At least it did seem 
to persuade Penn-Dixie’s competition. 
Such rivals as Universal Atlas, Gen- 
eral Portland and others promptly fol- 
lowed along with price hikes of their 
own. Yet Wall Street would have 
been more sanguine about the con- 
sequences if it were 1955 or 1956 all 
over again, not 1958 which appears on 
the New Year calendar. 





PENN-DIXIE’S DRUCKENMILLER: 
follow-the-leader? 





i oe - p : 
a) & Nt 8 < Pet, — 





prices went up all along the line 


WALL STREET 


MERRY MONTH— 
MAYBE 


By the odds, December is his- 
torically the month of the 
market rise. The only trouble 
is the odds said the same 
things about July and August. 





Wuat Wall Street traders have come 
to call “the year-end rally” in the 
market is something that has in the 
past given them a warm feeling about 
December. Like shopkeepers and 
Christmas tree growers, they have 
come to think of December as a merry 
month. 

In December the tax-loss selling is 
over and the sellers turn into buyers 
to replenish their portfolios. Institu- 
tions come into the market not only 
to brighten their holdings but to be- 
gin next year’s buying. 

Since 1942, every |December save 
one in 1953 has shown a gain in 
the stock market as measured by the 
Dow-Jones Industrial Average. For 
the past 60 years the odds in favor 
of a December gain has grown to 2.75 
to 1. There have been 44 Decembers 
that experienced advances. Only 16 
had declines. 

Normally these would be comforting 
precedents. There was only one 
trouble: even better for gains, accord- 
ing to precedent, are the months of 
July and August. These are the two 
top months. But this year they were 
the months during which the market 
fell out of bed. If July and August 
went sour, the bulls were nervously 
wondering last month, could Decem- 


ber be far behind? 
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Glidden doubles own 


and more are planned...for 


*  Didue-2n PAINT CENTER 


Glidden Drive-In Paint Center at Lubbock, Texas, includes ample parking 
area, a retail outlet, sales service offices and warehousing facilities to give 
best service to Glidden dealers and paint contractors in the Lubbock area. 


A resin finish that’s tough, but 
smooth—even on old boxcars 
like this! Sets up a chemical- 
resistant moisture barrier on 
metal, masonry or wood... a 
Glidden maintenance product 
that’s practically damage-proof! 


Ba As* Eee aS eYthlUPST rae OC 


Boat you never need to paint — Its 
hull is molded plastic. Glidden 
Paint research discovered the 
polyester resin now widely used 
in making many molded plas- 
tics—from boats to washing 
machine tubs and furniture. 


Famous Spred Satin, the original 
latex wonder wall paint, goes on 
twice as fast and easy as ordinary 
paints, dries in 20 minutes with- 
out brush marks, is so washable 
you won't have to paint again 
till you want to change colors! 





Now — color-style the whole house. 
Spred Glide-On is a vinyl-latex 
emulsion paint which will not 
fade, flake or peel. For all 
masonry, stucco. Used on roofs, 
light colors reflect sun’s heat, cut 
temperatures under the roof. 































pve Paint Centers 


better, rnore profitable distribution 


As Glidden moves rapidly in the direction of ¢ontrolled paint distribution through its own 
wholesale-retail branches, 52% of its consumer paint sales are now direct to dealers. Direct 
distribution is helping Glidden lower costs, add a substantial number of independent 
retailers, and serve them better. 


Further expansion of factory-owned branches is planned. Several are under construction. 
Sizable expenditures have been made also to increase productive capacity at Glidden paint 
plants in Atlanta, Cleveland and Reading, Pennsylvania. 


These expenditures were necessary to keep pace wit Glidden U. S. sales increases of 
155% since 1945 compared to an industry average of 121%. In the same period, Glidden 
paint profits increased 145%. Current capital investments are being made to assure a continua- 
tion of that profit growth rate. 


PAINT DIVISION 


BECeE 
Capital Expenditures 
~ $7,400,000 1953-57 
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THE GLIDDEN 
COMPANY : 
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Net Sales 1939-1957 In Millions of Dollars 


900 UNION COMMERCE BLDG.:+ CLEVELAND 14, OHIO 
Glidden leadership in marketing and technical develop- 
G. ‘. th the ‘ ‘ ment continues to set the pace for the paint industry. 
mer To maintain and strengthen this leadership, the Glidden 
Paint Division, during the past 5 years, has invested 

$7.4 million in both new and modernized facilities 


THE STRUCTURE OF GLIDDEN DIVERSIFICATION MEANS GROWTH 





Diversification is not new to The Glidden Company. Glidden 
was founded on the premise that planned diversification offers 
maximum opportunity for profit. 

Management recognized that diversification of products, 
markets and facilities opened the widest door to growth. Diverse 
fields of operation were entered. Products within each opera- 
tion were expanded through research and alertness to future 
needs. Markets widened. Plant facilities were increased every- 





where. This was also the period of integration of these seem- 
ingly unrelated operations. 

Now, this structure of integrated diversification has been 
established. Glidden has attained its maturity, a position of 
stability demonstrated by its earnings. Each Glidden Division 
is a profitable, growing business, supplying other Glidden 
Divisions as well as selling to a wide variety of other industries, 
as indicated below. 





CHEMICALS-PIGMENTS-METALS SOUTHERN CHEMICAL PAINT CHEMURGY DURKEE FAMOUS FOODS 
Pigments and Metal Powders Naval Stores For Consumers; Product Finishes Soybean Derivatives For Food Processors 
for Industry Terpene Chemicals; Resins industrial Maintenance Grain Merchandising Restaurants; Consumers 
Paint Paper Fuod Consumer Food Market 
Paper Rubber Consumer Paint Market Pharmaceutical Baking . 
Plastics Plastics Painter Trade Paint Confectionery ¢ 
Rubber Chemical Container Packaging Institutional Cooking 
Appliance Cosmetics Industrial Maintenance Building Materials Restaurant Trade 
Ceramics i Food Automotive Transportation Specialty Food 
Building Materials Building Materials Appliance ubber 
Transportation Essential Oil Construction , - Plastics 
Marine Paint Building Materials Graphic Arts 
Leather . Se Textile Furniture Paper 
Glidden Paint Division Pharmaceutical Transportation Glidden Paint Division 
Soup and Detergent Boat and Marine Durkee Famous Foods ©1957 
Glidden Paint Division Electronics 
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MACHINE TOOLS 


THE BEARS & 
BULLARD 


It can be fun to be in a cy- 

clical industry, so long as the 

cycle works both ways. Ven- 

erable Bullard isn’t having 
fun just now. 





“REMOVING metal in the form of chips” 
is the defined function of a machine 
tool. Removing margins in the form 
of chunks is the sad function of The 
Bullard’s Co.’s* bookkeepers, as they 
trace the sorrying financial state of 
one of the nation’s largest and oldest 
machine tool makers. And Bullard’s 
stockholders, who have watched the 
market value of their shares drop 39 
points, or nearly 77% from their 1954 
high, now wish they had placed their 
chips on almost any other bet. It has 
been a dismal showing even in the 
depressed tool industry, whose busi- 
ness is now at a seven-and-a-half- 
year low. 

The trouble started when this fam- 
ily-run firm, which traces its ancestry 
back to the Civil War, tried to probe 
the future at a time when its sales 
were more than $60 million, its profit 
margin more than 27%. What the 
Bullard family foresaw, for its sun- 
shine-or-blizzard industry, was fair 
weather for machine tools. What it 
encountered was foul weather, with 
a particularly low-pressure area over 
Bridgeport. 

The signs of rising industrial pro- 
duction accompanied by rising labor 
costs for industry in general portend- 
ed a greater demand for automation. 
More automation would call for more 
purchases of “elephant” machine tools 
that would perform more and more 
precision work with ‘ess and less 
labor. So Bullard management, called 
into solemn conclave by President 
Edward Clark Bullard (since moved 
to chairman of the board), decided 
to redesign their lines of heavy pro- 
ductive machinery. They also de- 
cided to build a $7-million foundry to 
make heavy castings to house their 
new breed of super-elephants, en- 
dowed with pachydermic memories 
for accurate tolerances and a blind 
man’s sensitive touch. 

And to top off the expansion pro- 
gram, Bullard acquired, in 1956, a 
new Ene of special use lathes from the 
Hydia-Feed Machine Tool Co. of 
South Norwalk, for an unspecified 


*Bullard Co. Traded NYSE. Price range 
(1957) : nigh, 2944; low, 113¢; Dividend (1956) : 
$1.00. Indicated 1957 peyeut: 60c rnings 
per share (1956): $2.06. Total assets: $32.7 
million. Ticker symbol: BLD. 
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BULLARD PLANT (CIRCA 1880): 
unto the third generation 


price. Theoretically the company was 
ready for more boom years. 

Plug Pulled, Turning Turned. No 
sooner said than undone. A lathe, 
Bullard’s leading product, is a ma- 
chine that turns a piece of metal while 
it is being fashioned to its ultimate 
shape and dimensions. A single unit 
can cost as high as $100,000. 

But since machine tools have a very 
long life in service, almost never wear 
out, a pretty good lathe on the factory 
floor may look like a sounder invest- 
ment than a better and more costly 





BULLARD’S 
BOUNCES 


In the feast-or-famine machine tool 
industry, Bullard’s banquets are posi- 
tively Babylonian, its minimum diet is 
crow. Most actively traded among its 
chief competitors in the peak year of 
its profits, Bullard stock is low and 


sluggish today. 
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one on order—especially at a time 
when the automotive industry teeters 
on the brink of a decline, and when 
cutbacks in government spending for 
aircraft are in the air, The Sputniks 
cast an eerie shadow over Bullard’s 
great new foundry in Fairfield, Conn. 
when they implied that rocket-pow- 
ered missiles might get a priority over 
manned planes of the Strategic Air 
Force, driven by precision-tooled en- 
gines. 

Only yesterday did some financial 
experts recommend Bullard stock as 
a “promising businessman’s invest- 
ment.” Now the consensus seems to 
be that, although Bullard is selling at 
something like a 50% discount from 
its book value, the investor will have 
to wait a long time before dividends 
can be expected to climb back from 
the nothing paid out during the last 
half of 1957 to the happy level of $4 
in 1954. 

The Cost of Foresight. During the 
two years of its all-time peak of sales 
and earnings, Ed Bullard boldly 
launched the company on his expen- 
sive program of redesigning and 
building—and of going into debt in 
the process. Bullard’s spectacular 
boom (see chart) was vulnerable to a 
spectacular bust. When commercial 
business began dropping sharply, Ed 
Bullard was also hit hard with a sharp 
cutback in defense orders. From a 90- 
year sales record of nearly $65 mil- 
lion in 1953, and peak per share earn- 
ings of $6.61 in 1954, Bullard dropped 
to sales of $42.4 million and earnings 
of only $2.06 last year. 

How bad could things get? Ap- 
parently pretty bad. My mid-1957 
Bullard’s new orders were at less than 
half the production rate, and the 
production rate itself was down to 
barely half its 1953 peak. As Edward 
Payson Bullard III took over the 
presidency from his cousin early this 
year, he was faced with expanded 
capacity and fast-shrinking business. 
Sadly he told his 4,700 stockholders 
last month that the company’s per 
share net had fallen to just 56c 
during the first nine months of 
1957 as against $1.51 last year. For 
the latest three months Bullard had 
actually sunk into the red to the 
tune of $140,706. 

Then President Bullard let it be 
known that he was trying hard to 
make the best of a bad situation. “We 
have under intensive study,” said he, 
“the development of new and diversi- 
fied products.” What these products 
were Bullard would not say. “That,” 
said he, “might lead to wrong con- 
clusions.” But one conclusion that 
Wall Street prophets could not help 
drawing last month was that Ed Bull- 
ard had a hard year’s work ahead 
of him. 
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TOYS 


THE WAY OF 
ALL RAILS 


Lionel’s toy trains were put- 

ting their real life counter- 

parts to shame until its 

sagging diversification sent 

earnings plunging off the 
track this year. 


Wuite the nation’s giant railroads 
were struggling to keep on an even 
grade in the past decade, New York’s 
little $14.4 million-assets Lionel Corp. 
was sending its world-famed model 
electric trains up an earnings incline. 
With no cantankerous commuters or 
rate-setting ICC to contend with, its 
miniature locomotives pushed oper- 
ating income up from $2 million in 
1946 to $4.5 million by 1956 as sales 
climbed from $10 to $22.8 million. 

This Christmas, Lionel will have 
more miles of track running through 
living rooms than the real railroads 
have laid across the country. In fact, 
with an operating margin of 20%, 
LIO might well excite the envy of the 
New York Central and Pennsy roads 
whose rolling stock it copies with such 
skill and profit. 

Off the Track. Although Lionel’s 
founder and chairman Joshua L. (for 
Lionel) Cowen, 80, has 60% of the 
nation’s $90-million retail market for 
toy trains safely in his roundhouse, 
in recent years he has built still an- 
other trestle of diversification under 
his steady toy earnings. It rests on 
three legs: Airex fishing equipment, 
Linex stereo cameras and the manu- 
facture of mikes and headsets for the 
Pentagon. 

But the Sventieatinn trestle was 
not as solid as it appeared, and last 
month it seemed to have given way. 
By the end of September, with sales 
off from $16.8 to $11.6 million, Cowen’s 
net per share had plunged from $1.71 
to 8lc. As President Lawrence Cowen 
explained it: “The fishing tackle and 
rod-and-reel business had a bad year 
in 1956. This year there was a lot of 
dumping and price-cutting of carry- 
over inventory. Then, too, our gov- 
ernment work slowed down.” 

Cowen sprinkled some of the blame 
on rivals for the consumer dollar. 


Railed he: “This year some of our 
biggest customers—electrical and 
hardware jobbers—jammed _ their 


warehouses with air conditioners and 
power lawn mowers they couldn't sell. 
We had to hold back our toy ship- 


Price range 

eens (1956) : 
956): $2.08. Tota: 

on. onricker symbol: LIO. 


*Lionel a Comp. Traded NYSE. 
(1957) : nigh. 5 54; ow. A145. 
$1.25. Earnings 

assets: $14.4 mili 
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DERAILED? 


While real-life railroads hutted & 
putted in 1956, Lionel’s trains 
chugged merrily upgrade. This year, 
Lionel’s rolling stock-in-trade fell 
into an earnings gorge os its other 
lines washed out. 
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ments until they could find clear 
space.” 

Rolling Along. Cowen’s explana- 
tions sounded plausible enough. But 
they could hardly soften the bump 
for Lionel’s 2,600 outside sharehold- 
ers. Was Lionel finally going the way 
of all rails, despite Cowen’s excuses? 
Josh and Larry Cowen, whose families 
own 26% of Lionel’s 720,000 shares— 
the only toy company shares traded 
on the Big Board—insisted it was not 
as they braced for their busiest season. 

“We're rolling along in trains,” 
boasted Larry Cowen as he pointed to 
the growing population of toy-loving 
youngsters (and oldsters). “But we’re 
still looking,” he added significantly, 
“for profitable diversification in an 
electromechanical field where our 
skills in miniaturization will count.” 
One thing, nevertheless, was certain: 
in 1957 at least, Toy Railroader Cow- 
en was taking some of the fiscal 
knocks real railwaymen have been 
feeling the last few years. 


BUILDING MATERIALS 





TROUBADOORS 


While many of their building 
industry colleagues are sing- 
ing the blues these days, 
Philip Carey Mfg.’s brass are 
warbling a sweet serenade jor 
stockholders. 


Ever since early 1956, the building 
industry has been facing stormy 
weather. One group of building ma- 
terials manufacturers in particular has 
taken most of the rain in its face: those 
outfits most heavily dependent on new 
home construction. Tight money put 
the sharpest chill on mortgage-bound 


residential building, and by last month 
new home and apartment building was 
off 7% from the disappointing 1956 
level. Even such industry bywords 
as U.S. Gypsum (net down 5%) and 


Johns-Manville (down 25%) were 
feeling the general ague. 
Lucky Mr. Fixit. But leaky roofs 


must be fixed, tight money or not. 
Generally, moreover, the work can 
be paid for with ready cash. Thus at 
least one Mr. Fixit in the building ma- 
terials business—Cincinnati’s $57.4 
million-assets Philip Carey Manufac- 
turing Co.*—is secure from the 
weather. Wrapped up in a well- 
insulated demand, Carey’s Chairman 
Robert King and President John 
Humphrey have been crooning a 
happy tune. “A strong market,” they 
harmonized for the pleasure of their 
4,200 stockholders last month, “con- 
tinues for building materials for mod- 
ernization and repair of houses.” 

Fixits King and Humphrey are 
counting on steady sales of such re- 
furbishing and remodeling materials 
as shingles, roll roofing and siding to 
make up for any lack in brand-new 
construction. Last month their world- 
leading line of bathroom cabinets and 
their Coverange stove hoods and 
Troubadoor chimes struck another 
musical earnings note as Carey re- 
ported nine month sales up from 
$51.8 to $52.7 million, profits up from 
$2.10 to $2.51 per share. 

“We're really not so exceptional,” 
says President John Humphrey. 
“We've just worked awfully hard on 
a lot of angles, and now have a com- 
plete range of insulating materials. 
Take our specialty premium items. 
Ceramo, for example, is an asbestos 
siding shingle with a fired-on ceramic 
finish so successful that our biggest 
competitor has licensed it. Our fire- 
resistant plastic shingle is the only 
one rated Class A by the under- 
writers.” 

A Warm Nook, Humphrey has some 
neat insulation of his own from the 
violent ups and downs of the build- 
ing industry. “I'm not one of these 
guys crazy about diversification for its 
own sake,” he says, “but our own has 
been unusual. We make expansion 
joints and sealing compounds for con- 
crete highways. We sell drainage tiles 
to Armco Steel and magnesium oxide 
to U.S. Steel and Allegheny Ludlum 
for electric sheet annealing. Ford, 
GM and Chrysler buy our liquid 
emulsion sound deadeners and asbes- 
tos papers for gaskets. They are all 
small percentages in themselves, but 
they give us a broad base—and they 
do add up.” 


ae Ca re Mfg. Co. Traded NYSE. Price 
range (_957): high, 3244; low, 21. ovigeee 
a 4, $1.60. Indicated "1957 ‘payout: $1.60 
Earnings per share (1956) : $3.01. Total a2=sets 
$57.4 milion. Ticker symbol: CAY 
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‘BOILER BOOM 


Babcock & Wilcox is betting 

heavily on an atomic future, 

but its present profits are still 

coal-fired, and by no means 
to be sneered at. 





In 1882 when Thomas Alva Edison 
needed boilers for his pioneering 
Pearl St. generating station in New 
York, he got them from the then 15- 
year-old Babcock & Wilcox Co.* 
Some 73 years later, when Con Edi- 
son, successor to Edison’s original 
company, needed a nuclear steam- 
generating plant for its new atom- 
powered Indian Point installation, its 
chairman, the late Hudson R. Searing, 
did just what Edison did: he went to 
Babcock & Wilcox, now the world’s 
largest manufacturer of steam-gen- 
erating equipment. 

Even at the threshold of the atomic 
age, venerable B&W was still at its 
old stand, catering to the power needs 
of the world. Says B&W’s new Presi- 
dent Morris “Doc” Nielsen, 53: 
“Our basic business is the study and 
development of more economical 
ways to utilize fuel.” 

Expensive Atomics. There was little 
doubt on Wall Street last month that 
B&W was determined to win a front- 
ranking place for itself in atomic 
energy. It was equally clear, how- 
ever, that this may be a costly process. 
B&W’s atomic division ran over. $2 
million in the red last year—may lose 
as much in 1957—but Nielsen figures 
this is a kind of capital expenditure 


*Babcock & Wilcox Co. Traded NYSE. 
Price range (1957): high, 46%; low, 29. Divi- 
dend (1 ): $1. Indicated 1957 payout: $1 

lus 4% stock. Earnings r share (1956): 

.74. Total assets: $200.7 million. Ticker sym- 
bol: BAW. 





BABCOCK & WILCOX’ NIELSEN: 
atoms and profits, too 


toward future profits. Exactly when 
that future will arrive, he declines 
to say. According to the experts, he 
points out, commercial nuclear power 
output is expected to rise from noth- 
ing in 1956, to 2.4 billion kilowatt 
hours in 1960, 133 billion in 1970. 

Atomic age or not, B&W’s stock-in- 
trade steam boiler remains conven- 
tional, and probably will remain so 
for years to come. Even in 1970, con- 
ventional fuels will power the bulk of 
U.S. power production; the end of 
B&W’s traditional business is no- 
where in sight. 

Indeed, B&W’s boiler business is 
booming. Like many another pro- 
ducer of goods requiring long lead 
time, B&W’s backlogs and sales move 
in contrary cycles. Thus, in 1956, 
B&W’s $281-million sales were 8% 
below the 1953 peak, but its $427-mil- 
lion backlog was the highest in the 
company’s history. Since then B&W’s 





PRESSURE VESSEL FOR THE ARGONNE NATIONAL LABORATORY: 
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Edison was a satisfied customer 


backlog has climbed to $429 million, 
a considerable part of which will not 
be shipped until 1958 and after. This 
provides B&W with a remarkably soft 
cushion against any possibility of an 
oncoming recession in general busi- 
ness. 

No Wait for Profits. At any rate, it 
was clear that B&W stockholders 
would not have to wait for the atomic 
age for their profits. In 1957 B&W’s 
performance certainly looked bright. 
At the three-quarter mark net was 
up 519% to $14.3 million on a 33% in- 
crease (to $269 million) in sales. That 
not only assured President Nielsen of 
setting a new profit record his first 
year in office, but also assured B&W 
stockholders that the current business 
slowdown held few terrors for them. 


SIGNS OF 
THE TIMES 


How healthy, financially 
speaking, is the consumer— 
the man who ultimately de- 
cides the state of industry? 


U.S. consuMErRsS, already in hock to 
the tune of $33.1 billion, increased 
their installment debt in October by 
$85 million. For Wail Street observers 
these Federal Reserve Board figures, 
released this month, were important— 
and not entirely reassuring—reflec- 
tions on the state of the national 
economy. For families with hefty 
monthly payments to meet are not the 
best prospects for new autos, dish- 
washers or motor boats. To further 
disturb the observers was the Amer- 
ican Bankers Association warning 


- that there was an increase in delin- 


quencies on installment payments. 

What do these two things signify? 
How portentous are they? Perhaps 
not very—not yet, at least. First of 
all, the ABA warning was based on 
“general” observation. What the 
ABA had were reports from six banks, 
one in each Federal Reserve district, 
which in turn had felt the pulse of a 
group of other banks in their district. 
Nor were the “Fed” figures completely 
ominous: they showed the smallest 
October rise in three years. 

Still, few bankers were willing to 
say that the consumer was in entirely 
healthy condition. According to a 
Federal Reserve banker, both the 
ABA report and the FRB index “were 
caused by layoffs and the resulting 
feeling among consumers that they 
could be next.” Another Federal Re- 
serve banker put it bluntly: “It bears 
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watching. This is a reflection of car 
sales, appliance sales, of almost 
everything the consumer buys.” 
Thus far, both agreed, nothing was 
showing up definitely, and the vital 
force of consumer spending could 
jump either way. “The feeling here,” 
said the first “Fed” man, “is that the 
consumer installment debt will con- 
tinue to increase but at a more mod- 
erate pace than before. Layoffs can 
take the credit for the delinquents.” 


ALUMINUM 


GOOD LIABILITIES 


Oversupply in aluminum in- 
got a problem? Call it an as- 
set, rather, says Reynolds 
Metals’ boss. 















POTLINE AT REYNOLDS’ LISTERHILL, ALA., PLANT: 
for the visionary aluminum men, the more the better 






For most businessmen, an oversupply 














in their industry is a serious liability. WALL STREET a stock dividend as balm. Bulova 
But the nation’s aluminum makers Watch lowered the quarterly rate to 
are another breed of men. After 25c from 30c and omitted the 20c extra 
years of sellers’ market, aluminum € U TS & paid in 1956. Other cuts: S. Stroock 
ingot is a drug on the market. But & Co. (woolens) 35c vs. 50c six months 
that does not faze at least one of CASUALTIES ago; Four Wheel Drive Auto Co. 15c 
them, Reynolds Metals’ President vs. 25c; Commercial Solvents 17%c 
Richard S. Reynolds Jr. Speaking to Dividend cuts last month, compared with the previous 25c quar- 
the annual meeting of the Invest- with prospects of more to terly. 

ment Bankers Association early this come, were good news for It is axiomatic on Wall Street that 
month, Reynolds produced a startling Wall Street’s bears. bad news often is reflected in the 
idea. “The present oversupply,” said price of a stock long before the news 
he, “is not a liability but an asset.” “Loyat be to loyal friends; make is out. Not so with last month’s divi- 


Moreover, he added, Wall Street them pay you dividends,” wrote the dend cuts. However much they may 
could expect another parade of alumi- late poet Samuel Hoffenstein. In a have dropped before the bad news was 
num makers coming to finance’s main stock market under the onslaught of out, they dropped even further after- 
stem to raise new capital for expand- adverse business indices, thousands of wards. Losses in the stocks of the divi- 
ing the industry’s capacity even more. stockholders were turning their backs dend-cutters over the month ranged 
Almost to a man, the nation’s on long-time favorites last month, from 7% points, or nearly 13%, in 
aluminum makers keep their eye on a notably companies that reduced their Anaconda Wire & Cable to 25% points, 
distant vision of shortages rather than dividends. No less than 23 topnotch or 19%, in low-priced Bulova Watch 
on the present oversupply. Like his corporations cut their payouts in Company. 
rivals, Dick Reynolds is concerned to November, the largest number since The Baltimore & Ohio Railroad 
be ready for a five-fold increase in June of recession year 1954 when the slumped a backbreaking 65% points to 
consumption over the next 18 years. total was 25. 27% on the day President Howard E. 
Part of the capacity to meet it is al- Quitting Rails & Spurning Coppers. Simpson announced a cut in next 
ready on the way in the form of new’ It has been a lean year for many year’s quarterly payments from 50c 
plant which, when completed, will companies, notably those in the rail- to a mere 25c every three months. 































boost ingot capacity in aluminum by road and non-ferrous metal business- With the market thus highly suscep- 

roughly 40%. Reynolds helieves that es. Prominent November casualties: tible to bad news, hopeful bears were 

* the industry will need every pound Anaconda Wire & Cable voted only combing their lists for other possible 
of it—and more. His vision: alumi- 75c vs. $2.75 a year ago, Anaconda Co. dividend-cutters. Commented one 

num use in architecture alone up four ordered a payout of 75c against $2 a veteran trader: “Watch December, 

Sa times to 4 billion pounds a year; con- _year ago and Inspiration Consolidated traditionally a month when compa- 
sumption by the electrical industry Copper voted only 75c compared with nies raise dividends. I'm betting this 

up four times, to 2 billion pounds. $2. Meanwhile Pennsylvania Railroad year we will have darn near as many 

Even at that, most aluminum men cut the disbursement for the fourth cuts as increases.” Noting the long- 

think their industry has an open end quarter to 20c from 35c. time trend to stock dividends, he 

in still other ways. One such: the Cash cuts were by no means. added: “Up to now we only had to 


possibility of a switch by Detroit’s confined to carriers and coppers. worry about tight money as a com- 
automakers to aluminum engine Hawaiian Pineapple abandoned a _ pany’s excuse for slashing or omit- 
blocks. Dick Reynolds’ “asset” in the years-long 20c quarterly, mailed its ting dividends. Now, with the pros- 
present free supply: the belief that investors a 2% stock dividend instead. pect of easier money, the question is 
availability will attract big new alum- Machinery-maker U.S. Industries whether corporate earnings will hold 
inum users who never dared count trimmed its quarterly payment to 15c up enough to permit retention of 
on utilizing it before. from 25c, also offered its stockholders payout levels.” 
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DISTILLERS 


HOW DRY IS HE? 


Seagrams, the world’s biggest 

“wet,” has been an outstand- 

ing “dry” when it comes to 
drilling oil wells. 





DisTiLterS Corp.-SEAGRAMS is not 
only Canada’s but the world’s biggest 
distiller. With $746.4 million in sales 
and $25.4 million in net profits for the 
fiscal year ended July 31, the Mon- 
treal giant easily leads American 
runner-up Schenley (fiscal 1957 sales: 
$470 million; profits:. $11 million). 
Actually 90% of Distillers Corp.’s 
business is done in the U.S., where 
as often as ‘not its ebullient Chairman 
Samuel Bronfman hangs his hat in 
New York’s Chrysler Building while 
waiting to occupy his new bronze 
skyscraper nearby. There Sam 
Bronfman is the Man of Distinction 
amid such famous potables as Four 
Roses, Calvert Reserve and V.O. 

Staggering News. But last month, 
in his report to stockholders for the 
highly successful year, twinkle-eyed 
Sam Bronfman, whose family con- 
trols 40% of Seagrams’ 8.8 million 
common shares, had an unmerry 
footnote to mix with his balance 
sheet. Sure enough, Sam’s liquor 
business was going chug-a-lug. On 
sales up but 2% in the year, net earn- 
ings had climbed 10.4%. 

But one smali-print chaser to his 
list of assets staggered studious 
stockholders. Bronfman’s personal in- 
vestment in Canada’s middle-sized 
Royalite Oil had convinced him of the 
virtues of investing in petroleum. So, 
in 1954, Sam brought Distillers Corp. 
itself into active oil exploration. The 


% 


SEAGRAMS’ BRONFMAN: 
oil is just a trickle 


results, however, have hardly proved 
tonic to the big gin king. After 
some beginner’s luck, Bronfman pro- 
ceeded to strike dry hole after dry 
hole as he drilled for liquid profits 
in Texas, Oklahoma and Alaska. 

Tiny Trickle. By last month, Bronf- 
man was abnormally miffed. Writing 
down his investment in two million 
acres of oil land from $21.8 million to 
$18.2 million in one year, Sam Bronf- 
man was champing at the bit but still 
confident that Distillers Corp. had a 
barrel of hope in black gold. 

“When we went into this thing, we 
didn’t expect our earnings to shoot 
through the roof overnight,” philoso- 
phized he. “Our first success gave 
some stockholders a false idea; we 
were just fortunate. Oil,” he re- 
iterated, “is just a tiny trickle in our 
business. It’s a long-range _ pro- 
gram.” But despite his reasoning, 
which of course was perfectly cor- 
rect, Sam Bronfman looked a little 
piqued last month. “How Dry I Am” 
seemed strangely out of place in the 
mouth of the world’s biggest wet. 


POLAROID VP CARLTON FULLER, NYSE’S PRESIDENT FUNSTON: 
the picture was upside down for the bears 


PHOTOGRAPHIC EQUIPMENT 


THE PRECEDENT 
THAT BIT BACK 


Newcomers to the Big Board 

aren’t expected to rise at first 

—but along came Pola- 
roid... 





How to get cudgeled because of the 
common habit of following prece- 
dents was shown this month. The 
people cudgeled were a group of Wall 
Street bears. 

When Polaroid Corp.* moved from 
its established position in the over- 
the-counter market or family vaults 
last month to a listing on the New 
York Stock Exchange, the bears in 
the market place got ready for some 
fun. It had become almost a truism 
that when a stock leaves its niche in 
the over-the-counter market to be- 
come a freshman on the Big Board, it 
could expect to take a hazing for a 
while at least. 

It had happened to Campbell Soup. 
When it made the move in 1954, 
Campbell. came on selling at 39%. It 
dropped slightly in the same year and 
never did get going. Much worse was 
the fate of Foremost Dairies. It entered 
the Exchange in 1955 at 24 and dipped 
a. few months later to 20%. Minute 
Maid was another and even more 
striking example of a Big Board 
freshman taking a rough hazing. 

Always Exceptions. When camera- 
maker Polaroid made the switch last 
month, the bearish students of the 
market jumped to an understandable 
conclusion: Polaroid had but one di- 
rection to go and that was down. 

They sold Polaroid short. And as 
the selling pressure mounted, the 
price of the stock slipped swiftly from 
36 to 30. But at 30 the sinking stopped. 
No amount of short selling could drive 
it down any farther. What happened 
next was very rough on the bears who 
had expected to turn a fast dollar on 
Polaroid’s misfortunes. The _ stock 
turned right around and skitted up 
toward 50. Even more shattering for 
the shorts; they had to contribute to 
the boost in price. They had to begin 
covering to keep their losses down. 

What happened was, explains Wall 
Street broker Jack Dreyfus Jr., “the 
investment trusts and _ individuals 
came in so strongly that within the 
month Polaroid was crowding 50.” 

Moral: Wall Street precedents are 
worth studying, but don’t follow them 
blindly. ... 


*Polaroid Corp. Traded NYSE. Price range 
(1957): high, 4946; low, 30. Dividend (1956): 
1244c. 1957 payout: 143¢c. wey per share 
(1956): 98c. Total assets: $18.3 million. 
Ticker symbol: PRD. 
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RAILROADS 


MILESTONE 


After 40 years, the Western 
Maryland was paying divi- 
dends again. Prime benefi- 
ciary: the Baltimore & Ohio. 





Ir was a real corporate milestone 
for the prosperous 846-mile Western 
Maryland Railway* last October when 
the road’s_ banker-president, W. 
Arthur Grotz, paid the last installment 
due on its two-year-old $4.5 million 
bank loan. For the first time in the 
company’s 40-year history, nothing 
stood between stockholders and the 
payment of dividends on its long- 
neglected common stock. 

Nothing, that is, except executive 
caution—and, in view of the industry- 
wide slump in carloadings this fall, 
eaution was riding high. Whether 
caution would deprive Western Mary- 
land stockholders of their long- 
awaited dividends again this year re- 
mained a moot point. 

But early this month Grotz made 
corporate history. He announced that 
directors had declared the first divi- 
dend on Western Maryland common 
since it was issued in 1917. The pay- 
out: 75c a share. Grotz’ action, how- 
ever, brought no rousing cheers from 
investors. Market insiders had been 
predicting a $l-a-share payout or bet- 
ter, and when it did not materialize, 
Western Maryland common plunged 
2% points in a single day. 

Grotz did not deny that Western 
Maryland’s 1957 earnings justified a 
higher payout. Its ten-month earnings 
were up 32% to $10.51 a share, and 
Grotz expected to earn $12.50 a share 
for the year. The trouble, however, 
was not in the profit-and-loss state- 
ment but in the balance sheet. West- 
ern Maryland’s cash position worked 
to make a higher payout all but im- 
possible. 

There had been just too many drains 
on the road’s cash. Besides the final 
$2.5 million installment on the WM’s 
loan and the regular costs of its high- 
powered improvement program, Grotz 
has laid out $1.9 million in sinking 
fund payments this year. 

“The result,” Grotz confessed, “is 
that the current assets of the company 
have been subject to a drain of cash. 
It was the retirement of this loan and, 
earlier, of the arrears on the first 
preferred stock that finally cleared 
the way for the common dividend.” 

Considering that the WM had only 


*Western Maryland. Traded NYSE. Price 
ro e (1957): h 8754; 


): 
rnings r share (1956): $10.22. 
sets: $22.8 } tS. 


million. Ticker symbol: W 
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GOODYEAR’S THOMAS AND CAPTIVE-AIR TIRE: 


$6.1 million in cash and temporary 
investments on September 30, stock- 
holders had probably been quite lucky 
to get as much as they had. 

Still it was a start. Major bene- 
ficiary of the Western Maryland’s new 
dividend status is the neighboring 
Baltimore & Ohio Railroad,+ which 
owns 32% of WM common. This year 
an additional $161,060.25 (equivalent 
to 6.3 cents a B&O share) will roll 
into the B&O treasury from the West- 
ern Maryland. It was not much, but 
barring an all-out recession, it seemed 
to offer very clear indication that 
better things were already in the 
making. 


*Baltimore & Ohio. Traded NYSE. Price 
e (1957): high, 585g; low, 2414. Dividend 
(1956): $2.50. Indicated 1957 payout: $2.50. 
eg r share (1956): $7.50. Total as- 
sets: $1.3 billion. Ticker symbol: BO. 
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WESTERN MARYLAND'S GROTZ: 
for his stockholders, an historic “first” 


the spare tire was leading the way 


RUBBER 


THE FIFTH WHEEL 


Wall Street took a second 
look at Akron’s tire business 
and came away with new re- 
spect for the once-scorned 
replacement market. 


“On yes, poor old Thintread Rubber,” 
knowing market analysts used to 
counsel their customers. “Avoid that 
one. They’re dependent on replace- 
ment business.” Over the years, the 
replacement tire, the tire which takes 
the place of the wornout original on 
older cars, has been something of a 
fifth wheel so far as Wall Street was 
concerned. It was far better, by con- 
ventional Canyon thinking, to sell 
your tires directly to Detroit for new 
cars rolling off the assembly line 
That Way, it was reasoned, the tire- 
maker had the advantage of high vol- 
ume, fairly predictable and 
minimum selling costs. 

So Goodyear, the biggest rubber 
fabricator in the world, hitched a ride 
with Chrysler. Goodrich and US. 
Rubber rode along with General Mo- 
tors, and Firestone climbed on the 
Ford bandwagon. Only General Tire 
was largely dependent on replace- 
ment business, and even it negotiated 
a contract with Chevrolet two years 
ago. 

Turnabout. By last month, though, 
the scorned replacement tire was 
sporting a shiny, new tread. Reason: 
the fifth wheel plainly was a big factor 
in boosting Akron’s combined sales by 
an expected 5% at a time when many 
other industries were hard-pressed 
to keep up with their 1956 results. 
“The replacement tire business,” said 


orders 
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Goodrich Chairman John L. Coll- 
yer, “has been a big factor in the gains 
we have achieved this year—and we 
expect to do even better with them 
next year.” 

Replacement tires were not the 
whole story, of course. The men of 
Akron have been among the strongest 
—and most successful—practitioners 
of product diversification. John Coll- 
yer’s Goodrich has become a major 
chemical producer. Edwin J. Thomas’ 
Goodyear has gone in for plastics, air- 
craft and missile components and elec- 
tronic gear. William O’Neil’s General 
Tire has become one of the leading 
rocket manufacturers and a major 
factor in the entire television industry. 

Luxury vs. Necessity. But why, if the 
replacement market was doing so 
well, did two of the largest companies 
in the industry show a decline in 
earnings over the first nine months? 
Actually, both were individual casr 
Goodrich’s net narrowed primarily 
because of a 15-day strike at nine of 
its plants. U.S. Rubber, on the other 
hand, counts on General Motors to 
take an estimated half of its tire out- 
put. It suffered accordingly when 
GM’s volume did not come up to 
expectations during the year. So there 
was no arguing with the fact that re- 
placement tires were the stars of 1957. 
At the start of this year, Akron was 
sure it would put 35.5 million to 36 


Blaw-Knox has what it takes 
.-.to build pace setting processing plants 









r——— RUBBER RUNUP———— 


Sales Profits 


Nine % Nine % 
Months’ Change Months’ Change 
from from 








1957 1957 
(million) 1956 (million) 1956 
Goodyear $1,082.5 +7.1 $51.6 +13.9 
Firestone 8446 +3.8 446 +3.9 
U.S. Rubber 665.4 —1.4 23.0* —2.1 
Goodrich 560.8 -+-4.1 303 —1.3 
General 313.1 +11.8 85 +41.0 


*includes non-recurring income of $3.5 million 











million tires on the new cars. The esti- 
mate, though, went soft. With auto 
production off, even the most opti- 
mistic tire-maker does not expect to 
ship more than 33 million tires north 
to Detroit this year. 

The scorned replacement tire, on 
the other hand, was rolling merrily 
along. According to the Rubber Manu- 
facturers Association, passenger re- 
placement shipments by manufac- 
turers over the first three quarters 
reached 46.3 million units, some 7% 
ahead of last year. Even if shipments 
for the final quarter merely equal the 
1956 period, the industry will still fin- 
ish out the year with shipments of a 
record-breaking 56 million units. This 
is more than the industry shipped 
even in 1946 when the motoring pub- 


By engineering and building pioneering process plants, 
Blaw-Knox has led in the development of synthetic 
rubber and vegetable oil production . . . and has made 
substantial contributions to the atomic, petroleum and 
plastic industries. This technical know-how has provided 
utility power plants with efficient power piping systems. 

Today this extensive engineering and construction ex- 
perience enables Blaw-Knx to participate in many of the 
nation’s vanguard projects. Recent activities include build- 
ing the first major U'S. installation using steel plant coke 
oven gas to produce nitrogen compounds and other chemi- 
cals . . . Britain’s first synthetic rubber plant . . . steel 
industry’s first pickle liquor recovery installation. 

This is just one part of the Blaw-Knox picture . . . one 
segment of the wide vuriety of products and services that 
contributes to the growth of many industries. Write for 


tires after the 


lic was starved for 
long rubber drought brought about 
by World War II. 


The Profit Stake. What’s more, there 
was an added bonanza for the tire- 
makers in their booming replacement 
business. Detroit’s orders have al- 
ways given them volume, it is true, 
but the car-makers have always 
driven hard bargains. No such condi- 
tion exists in the replacement market, 
where profits per tire are generally 
considerably higher than on the orig- 
inal equipment variety. “Replacement 
tires,” says Goodyear’s Eddie Thomas 
flatly, “are the most profitable of the 
tire lines.” 

Is the replacement boom only a flash 
in the pan, a phenomenon that will 
fizzle out with the New Year? Most 
tire-makers do not believe so. Since 
1950, they point out, the number of 
cars on the road has grown by 44%. 
Translated into Akron production fig- 
ures, this means the industry will 
probably have to turn out 59 million 
more replacement tires next year, a 
gain of 4.5% over the already high 
volume of this year. 

Says Goodyear’s Eddie Thomas, 
with justified optimism: “Next year’s 
going to be even better for replace- 
ment tires. People are driving their 
cars plenty and making plenty of stops. 
And, of course, there’ll be more cars 
on the road.” 


a copy of “This is Blaw-Knox.”’ Blaw-Knox Company, 


300 Sixth Avenue, Pittsburgh 22, Pennsylvania. 
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Solid line is computed weekly and monthly, gives equal weight to 


dusoti 














pou 
. How 


ws 


S ieee ce ais ae nallaa Ue coneaetest eu> 


index) 














y are we working? (BLS 
wn manufacture) 


cénters) 


Dot indicates an 8-day esti 


ge weekly hours 


. Are people spending or saving? (FRB department store sales) 
. How much money is circulating? (FRB bank debits, 141 key 


Factors 4 and 5 are adjusted for value of the dollar (1947-49 
== 100), factors 1, 4 and 5 for seasonal variation. 

mate based on tentative 
components, all of which are subject to later revision. 
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‘Final figures for the five components ( 1947-49 == 100) 


Oct. Nov. Dec. 
147.0 147.0 
118.6 119.0 
101.8 102.8 
118.0 120.6 
170.1 147.5 


Production 
Employment 
Hours 

Sales . 

Bank Debits 


Jan. Feb. 
146.0 146.0 
119.0 118.9 
100.5 100.8 
117.4 116.4 
161.5 161.9 


March 
146.0 
118.9 
100.5 
118.9 
159.2 


Oct. 
(Prelim. 
142.0 
120.0 
99.0 
112.8 
150.7 


June 
144.0 
120.8 
100.3 
119.4 
139.0 


July 
144.0 
120.6 

99.5 
123.9 
157.1 


August 
145.0 
120.7 
100.3 
125.7 
155.3 


Sept. 
144.0 
120.4 
100.3 
119.2 
144.7 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


An Unorthodox Policy for the Orthodox 


Tuts is an excellent time to pursue 
what the conservatives might term 
“an unorthodox market policy.” Why? 
For a variety of reasons, some of 
which may admittedly seem  in- 
consistent. 

Case in point: there is little likeli- 
hood that increased defense spending 
—or our easier money policy—in 
themselves will turn the business 
tide. But this news has improved 
speculative psychology, and psycholo- 
gy helps make stock prices. Thus, 
the possibility of later disillusionment 
can be temporarily sidetracked by the 
fact that speculation partly is a busi- 
ness of capitalizing on public psy- 
chology. Expressed another way, there 
is nothing the security buyer can do 
about psychology except take advan- 
tage of it. 

Secondly, the probability that busi- 
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ness will get worse 

before it gets better 

unquestionably is a 

deterrent to the 

long-term security 

buyer. But it doesn’t 

necessarily mean a 

great deal to the 

sophisticated specu- 

lator who: 1) knows that price is the 
acid test of any philosophy; 2) be- 
lieves that the going price level fully 
reflects the near-term shape of things 
to come; 3) doesn’t expect renewed 
misgivings until some time later in the 
winter months. 

In a word, timing is a vitally im- 
portant factor in market policy— 
which means that undue emphasis 
can be placed as of today on the prob- 
ability that the 1958 average highs 
will be below the 1957 highs. Or that 


the 1958 lows may be below the lows 
already recorded. Sure, all the signs 
indicate that 1958 will be a year of 
cross-currents, a year when there can 
be disillusionment in the first half, and 
enthusiasm in the second half. But 
the present phase of better feeling 
should persist a while longer. New 
shocks with respect to the business 
outlook, fresh disillusionment—these 
do not seem likely at this stage of the 
game. 

Speculation today is a “game,” so 
to speak, for the old order of the 
Fabulous Fifties is dead. A new era 
of confusion, of readjustments, has 
started. Obviously, a changed en- 
vironment requires different market 
policies, and the difference today is 
quite simple. One must be flexible, 
rather than complacent. One must 
be an opportunist, for doing nothing 
is sheer suicide 

In a word, the key to this phase of 
markets is flexibility. Proof lies in the 
fact that those who blind their eyes 
to a particular field of speculation— 
those who have preconceived ideas— 
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You are Invited to Receive the 
Newly Enlarged Value Line Survey’s 


SUMMARY of ADVICES 
on 850 stocks 


dence in the stock market, to put your investment house in order, to take advantage 
of year-end tax-saving opportunities, and to place your capital in line for maximum 
safety and profit in 1958. 

Your first important step would be check each of your stocks to see how they measure 
up for value, safety, income and appreciation in the year ahead. The Value Line Survey 
provides objective measures on each count. These Rankings are available exclusively in 
the Value Line Survey. The new Value Line SUMMARY, covering the expanded list of 
850 stocks, ranks each of these stocks for: 

1. Quality—a specific measure of the long-term safety of each stock. 

2. Value—a graphic Rating that shows how much each stock is now unde 
valued or overvalued relative to its prospective earnings and dividends. 

8. Price Performance—a new Value Line ranking to determine how indi 
vidual stocks will probably perform: pricewise in the next 12 months 
compared to all stocks. 

4. Appreciation—a measure of the relative 3 to 5 year appreciation poten 
tiality of each of the 850 supervised stocks. 

5. Yield—an estimate of the dividend return you may expect from your stocks 
over the next 12 months. 

With this unusual SUMMARY before you, you would have at your fingertips the 
conclusions reached in the 1,000-page Value Line Survey, enabling you to check every 
one of your stocks against objective and current measurements, to choose the strongest 
and safest stocks for your own list. A copy of the latest Value Line SUMMARY will be 
sent you at no extra charge under the Special Anniversary Offer below. 


2mm A SPECIAL 25th ANNIVERSARY OFFER 


On this twenty-fifth anniversary of the Value Line’s publisher—Arnold Bernhard 
& Co.—you are invited to receive as an Anniversary Gift, the following valuable 
investment aids: 

1. COMPLETE SUMMARY OF ADVICES on 850 stocks to enable you to 
check all your stocks immediately. 

2. AN INVESTMENT PROGRAM FOR LIFETIME SECURITY, a special 
Value Line study including 60 stocks selected for capital gain, income 
and safety. 

38. SPECIAL SITUATION REPORT, with current recommendation and a 
number of previous recommendations especially interesting for pur- 
chase now. 

. Also, AT NO EXTRA CHARGE, the current 80-page edition of Ratings & 
Reports on the Machinery and Machine Tool industries, with analyses 
of 62 leading stocks including Am. Mach. & Fdry., Babcock & Wilcox, 
Chicago Pneumatic, Fairbanks Morse, Food Machinery, Foster Wheeler, 
Rockwell Mfg., Stone & Webster, Worthington Corp., and 53 others. 

. And in addition, you will receive at one-half the pro-rata fee, the next 

4 weekly editions of the enlarged and improved Survey including Ratings 
& Reports (approximately 80 pages per edition) en 265 leading stocks... 
4 Weekly Supplements . . . 2 Fortnightly Commentaries . . . Supervised 
Account Report . . . 4 Weekly Summary-Indexes. 
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Te take advantage of this unusual Anniversary Offer, send $5 with your name and address below. 


Send $5 to Dept. FB-95 


THE VALUE LINE 


SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 





| instalment credit 
| earnings should reach new highs this 





have found that the train has passed 
them by in recent weeks. Note the 
private bull markets enjoyed by 
groups most security buyers ordi- 
narily would term “dull”: the drugs, 
the grocery stores, the tobaccos. 
Lorillard, this column’s favorite to- 
bacco speculation, still is attractive 
even though it has just about doubled, 
and the reason is simple. The stock 
now is around 31 but the fourth- 
quarter annual rate of earning power 


| is in the area of $6 per share. 


The need for flexibility also can be 


| demonstrated via the new bull market 
| in bonds. Today, the security buyer 


s . : . | has the Federal Reserve Board acting 
N% is the time, following correction of most of the overvaluation previously in evi- | 


in his favor on the side of higher bond 


| prices. The psychological move of re- 


ducing the discount rate undoubtedly 


| will be followed by more positive steps 


to ease credit. Significantly, however, 
the turn in the bond market was ob- 
vious some months ago when it be- 
came apparent that the demand for 
credit would ease. While the discount 
municipals previously recommended 
by this column have advanced, there 
still are opportunities for gain. 

The changed credit situation also 
points up the improved position of the 
companies, whose 


year despite the squeeze exerted by 
rising interest costs and increased 
competition. Next year could be an 
even better year, for the cost of doing 
business will decline and loans will 
increase. 

It also has constructive implications 
with respect to public utility stocks, a 
group which heretofore had suffered 
competition from high-yielding bonds. 
Basically, the public utility business 
is little affected by changes in indus- 
trial activity and a number of com- 
panies have the promiise of higher 
earnings next year. 

Opportunities have developed as a 
result of changes within the economy, 
too. For example, with expansion 


»programs having been canceled, post- 


poned, or stretched out, the paper in- 
dustry no longer faces as severe a 
threat of over-capacity as it did earlier 
in the year. The fact that the industry 
today is operating below capacity is 
normal; seasonal variations in demand 
require a certain amount of idle plant. 
Furthermore, paperboard demand has 
increased in recent months, and it 
may be very well maintained in 1958, 
for inventories have to be rebuilt. 

In this connection St. Regis Paper, 
around 27, paying $1.40 and likely to 
earn over $2.50 this year, is an inter- 
esting speculation. 

Speaking of the paper business, 
Georgia-Pacific should do quite well 
in 1958, partly because the company 
soon will be operating a new low-cost 
paper mill which utilizes waste ob- 
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tained in its plywood operation. If the 
residential building industry im- 
proves next year, as has been fore- 
cast by Government authorities, this 
will be an added “plus.” Meanwhile, 
it is interesting to note that 1957 will 
be a record year despite the plywood 
industry’s well-publicized difficulties, 


which now seem to be over, for prices | 
have firmed. Georgia-Pacific, around | 
26, paying $1 plus 8% in stock, has the | 
benefit of estimated 1957 earnings of 


close to $2.75 per share. 


The shape of some things to come is | 


discernible in other industries. For ex- 
ample, although high inventories now 


are plaguing the oil industry, cold | 


weather will solve many of today’s 
problems. The weather 


Matter of fact, the oil industry demon- 
strated considerable recession-resist- 
ance in the two prior postwar pauses 
for refreshment. Meanwhile, most oils 
are appraising 1957 and 1958 pros- 


pects quite realistically. Cities Service, | 
around 53, paying $2.40 and likely to | 


again earn about $6 per share, is an 
attractive speculation. 

Interestingly, it is not difficult to 
find speculative opportunities if one 


obviously | 
isn’t affected by the business cycle. | 
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Reynolds Research Describes 
Outlook for 9 Industries, 
Lists 43 Favored Stocks 


Free Year-End MONTHLY REVIEW Gives 
Opinion of Reynolds & Co. on 

Income & Growth Opportunities 

in the Following Industries: 
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MONTHLY REVIEW 








Building Equipment and Supplies. 


Chemicals - 


Electrical Equipment: Radio and TV 


Non-Ferrous Metals - Paper - Petroleum - Public Utilities - Rails & Rail Equipment - Steel 


Whether you own one stock or several— 
or if you own no stocks at all but intend 
to invest — you will find the “Year-End” 
issue of Reynolds & Co.'s Monthly Review 
valuable. 


It will enable you to go over the stocks 
you own, one by one, and see what 


If you wish to buy stocks, the “Year- 
End” Monthly Review will show you which 
industries — and which stocks in those in- 
dustries — Reynolds & Co 
offer the best prospects for profits and 
dividends. 

Publication date of the “Year-End” issue 


believes now 


of our Monthly Review is December 16th 
Because we anticipate an unusually heavy 
demand, requests will be filled in order of 


Reynolds & Co. believes is the outlook for 


goes off the beaten path. For example, . 
the industry each is in. 


a case can be made for Alco Products 


‘ut 


below 13; Burlington Industries around 
10; Houdaille Industries around 19; 
Penn-Dixie Cement around 24 and 
St. Joseph Lead around 25. Most se- 
curity buyers—and even professionals, 
too—could cite a number of reasons 
why issues such as the foregoing are 
not appealing. But they forget that 
companies can change character; that 
price is the acid test of any commit- 
ment; that this is a “field day” for 
the opportunist. 

To illustrate the thought, there is no 
question but that the lead and zinc 
business has many problems today, 


and little or no growth is in prospect | 


in the years ahead. But a tariff is 
likely to be enacted which would pro- 
tect the domestic miners. Anything 
which is good for the high cost pro- 


ducer will be doubly good for St. | 


Joseph Lead, the lowest cost pro- 
ducer. Furthermore, the stock today 
is near its all-time bear market lows, 
less than half its bull market high. 
The argument for “an unorthodox 
policy” can be illustrated in still an- 


other fashion: a scientific revolution | 


has started which may eventually re- 
shape the world. In the process, specu- 
lative opportunities will develop, but 
they are likely to be most exciting in 
the companies which are wholly un- 
familiar to the average security buyer. 
The major companies, the industrial 
giants, do not have a monopoly on 
brains and talent. Moreover, their 
basic business will tend to dilute the 
fruits of new products. 
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It Reynolds & Co. is pessimistic about 
an industry in which you own stocks, you 
may want to sell. 


If Reynolds & Co. is optimistic, you 


may wish to add to your holdings in that 
industry. 


receipt. 

Reserve your free copy now. Don't 
delay. Be ready to take advantage of any 
stocks which may temporarily sell at lower 
prices because of year-end tax switching 
Mail the coupon below today 


Reynolds & Co. 


Members New York Stock Exchange 


120 Broadway, Dept.F-5.,New York 5, N. Y. (Attention 


Mr. Richard S. Graham) 


Please send me‘without obligation a free copy of your 8-page year-end Monthly Review which 
includes your opinion of the profit and dividend outlook for 9 basic industries and suggests 
which stocks in each industry are the best to buy now. 


NAME 





(PLEASE PRINT) 


ADDRESS 





CITY 


STATE 
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CONTINENTAL COPPER & STEEL 
INDUSTRIES, INC. 
NEW YORK, N. Y. 
DIVIDEND NO. 33 


The quarterly cash dividend of twenty-five cents 
per share on the outstanding common stock of 
this Corporation has been declared, payable 
December 31, 1957 to stockholders of record at 
the close of business December 13, 1957. 


WALTER H. KNORR 


November 26, 1957 Treasurer 


TWO-WAY TAX SAVINGS IN 


COMMODITY 
FUTURES 


You can convert short-term 1957 inte long term 
capital gains . . . create tax losses without risk 
by well-guided use of commodity futures. Grains, 
cocoa, sugar, and eggs which move independently 
of securities markets provide special opportunities 
at this time. To learn more about tax savings now 
and for 1958, send $2 for our recent study ex- 
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plaining three unusual situations 


EDWARD B. GOTTHELF 


90 West Broadway, New York 7, BArclay 7-6484 
Commodity Counselor @ Registered Investment Advisor 

Publisher, ‘Commodity Futures Forecast’ © Member 
Chicago Mercantile Exchange, N.Y Mercantile Exchange 
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What's the market 
going to do? 


Everybody in the invest- 
ment business is supposed to 
have an answer to that ques- 
tion, and most everybody 
does. 


Those “answers” make in- 
teresting reading, but we're 
inclined to wonder how 
meaningful they are to the in- 
dividual investor who, after 
all, owns selected securities — 
not the market as a whole. 


That’s why in our Research 
Department we have always 
laid major emphasis on facts 
about individual companies, 
their present operation and 
future prospects. 


It’s only on the basis of 
those facts that we can have an 
intelligent opinion whether 
one security is more desirable 
than another for a particular 
investor-—and an investment 
judgment like that is the only 
one that seems to us to have 
any real significance. 


If you would like our 
opinion about your own hold- 
ings, we would be happy to 
discuss them with you. It 
doesn’t matter whether you 
are a customer or not, and you 
certainly won’t need ary card 
of introduction. Our door is 
open to everybody. Just come 
in to any of our offices and ask 
to see the manager. Or, if you 
prefer, just write 


Frank V. DgEEGAN, Department SD-159 


Merrill Lynch, 


Pierce, Fenner & Beane 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 


View of the Missile Stocks” 


I HAVE received numerous letters 
from investors requesting comments 
on the guided missile stocks. Ac- 
cordingly, below is a tabulation of 
some of the more important missile 
projects and also the names of those 
companies engaged in this work. The 
following discusses the four com- 
panies I favor in this field. 


Douglas Aircraft, our second larg- 
est aircraft manufacturer, has sold 
more civilian airplanes than any 
other company in the world. Sales 
this year will be in excess of $1 bil- 
lion, with $335 million of this total 
representing commercial business, 
which is the more profitable. Earn- 
ings are expected to compare favor- 
ably with the $8.96 a share earned 
last year, and the current $4 dividend 
should be well protected. During the 
last year or so Douglas, like many 
other aircraft manufacturers, has lost 
some defense business. However, the 
company has been working on major 
missile projects for some time, and 
a company official strongly feels “that 
our experience and background are 
sufficient to enable us to cope with the 
shift to missile and rocket production, 
which probably within a very few 
years will account for over half of all 
military procurements.” Last year, 
the company’s missile sales were $140 
million, and for the first half of 1957 
were $75 million, so that one can 
readily see that the company’s position 
is strengthening. In due time, missiles 
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by JOSEPH D. GOODMAN 


undoubtedly will 
comprise an im- 
portant percentage 
of Douglas busi- 
ness. 1956-57 price 
range: 95-50; cur- 
rent price, 75; 
yield 53%. Fi- 
nances are strong. 

General Dynamics’ sales, as well as 
the price of its stock, have risen spec- 
tacularly since 1950, from $41.8 mil- 
lion to an estimated $1.5 billion this 
year, 85% of which comprises de- 
fense business. This . impressive 
growth was effected through a series 
of mergers and consolidations, the 
most recent of which was with the 
Liquid Carbonic Corp., now a divi- 
sion of the company. It is the intent 
of management to increase civilian 
business in order to improve profit 
margins. The company’s other divi- 
sions consist of 1) Canadair Ltd., 
Canada’s largest aircraft producer; 
2) The Electric Boat division, which 
produces atomic submarines; 3) Con- 
vair, the largest division, which 
makes missiles as well as the F-102 
and F-106 Jet fighters, the 440 and 
880 airliners, and the B-58 Hustler 
Bomber; 4) the Stromberg Carlson 
division, maker of telephone and elec- 
tronic equipment; and 5) the General 
Atomic Division, which engages in 
research, development and produc- 
tion in the atomic field. Estimated 
earnings are $4.50 a share, vs. $3.85 a 














INTERCONTINENTAL GUIDED MISSILE 
Name Service Prime Contractor Jet Engine Guidance 
Snark USAF Northrop United Aircraft Northrop 
INTERCONTINENTAL BALLISTIC MISSILES 
Name Service Prime Contractor Rocket Engine Guidance 
Atlas USAF General Dynamics North American General Electric 
. Burroughs 
Jupiter Army Chrysler North American Sperry Rand 
Polaris Navy Lockheed Aerojet Westinghouse 
(General Tire) General Electric 
Thor USAF Dougias North American General Electric 
General Motors 
Titan USAF Martin Aerojet American Bosch 
(General Tire) Bell | boratories 
INTERCEPTOR MISSILES (GROUND TO AIR) 
Name Service Prime Contractor Engine Guidance 
Bomarc USAF Boeing Marquardt 
Nike-Ajax Army Douglas Aerojet 
Bell Aircraft Western Electric 
Nike-Hercules Army Douglas Western Electric 
Nike-Zeus Army Douglas : Bell Laboratories 
Tartar Navy General Dynamics Sperry Rand 
Terrier | Navy General Dynamics M.W. Kellogg Reeves 
Hercules Motorola 
Terrier tl Navy General Dynamics Sperry Rand 
(AIR TO AIR) 
Falcon USAF Hughes Thiokol Hughes 
Sidewinder Navy General Electric 
Rayth Aerojet Rayth 
Sparrow il! Na aytheon roje’ aytheon 
Genie USAF Douglas North American Hughes 
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share in 1956. The annual $2 dividend 
appears secure. Current price, 59. 

General Tire has received much 
investor favor because of its 87.6% 
interest in Aerojet General, currently 
one of the leading factors in the field 
of guided missiles and rockets. This 
subsidiary is the nation’s largest 
manufacturer of rocket motors, and 
in addition, is also well experienced 
in liquid and solid rockets, under- 
water rocket engines, electronic and 
guidance controls, high energy fuels 
and nuclear reactors. Needless to say, 
Aerojet’s sales and profits have risen 
phenomenally, with sales having 
reached $140 million in 1956, dou- 
bling the 1955 figure, and for the 
year ended November 30th last are 
estimated at around $160 million. 
Like the other companies engaged in 
missile work, General Tire is also 
engaged in other lines, the best 
known, of course, being its “General” 
tire. Other interests include RKO 
Teleradio Pictures, Inc., and the pro- 
duction of plastic products. Earn- 
ings for the year just ended should 
be in excess of $2 a share. Current 
dividend, 70c; yield, 2.4%. 

Lockheed has declined sharply 
from its December 1956 high of 59, 
to a recent low of 26, from which it 
subsequently has recovered to 36. 
This company is also one of our lead- 
ing aircraft producers, and is par- 
ticularly noted for its “Constellation” 
commercial transport plane. An en- 
tirely new prop jet commercial trans- 
port called the Electra, primarily 
designed for medium and short hops, 
is expected to make its first flight in 
January next year. Sales and earn- 
ings this year are estimated at around 
$800 million and $4.75 a share, vs. 
$742.6 million and $5.10 a share re- 
spectively, in 1956. Sales of the mis- 
sile systems division should be 
around $75 million this year. Cur- 
rent dividend, $2.40; yield, 6.6%. 


It is not my wish to strongly rec- 
ommend the stocks of the guided 
missile companies at this moment. 
Actually, I believe much time will 
be required before worthwhile profits 
are generated from this source. It is 
probable, indeed, that many disap- 
pointments will intervene, particu- 
larly so because I believe the leader- 
ship in the race for missile produc- 
tion will vary from month to month 
(resulting from changes in govern- 
ment contracts and projects being 
made obsolete). Thus unless one has 
a crystal ball, it will be extremely 
difficult to pick the “right” one. My 
intention is merely to help the inves- 
tor in the selection of strong com- 
panies well represented in a new field 
which I believe over the longer term 
could prove to be profitable. 


FORBES, DECEMBER 15, 1957 
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Incorporated 
Investors 


Established 1925 
A mutual fund invested 
in a list of securities 
selected for possible 
GROWTH of CAPITAL and 
INCOME in the years ahead. 


INVESTING 
for CURRENT 
INCOME 


Incorporated 
Income Fund 


A mutual fund whose first 
objective is to return as 
LARGE CURRENT INCOME as 
may be obtained without 
undue risk of Principal. 





Please send a Prospectus on 
[-] Incorporated Investors 


[-] Incorporated Income Fund 


a age 


THE Parker Corporation, 200 Berkeley St., Boston, Mass. 
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Stocks Rated “BUY” 


... for possible 90 day upsurge! 


Which 6 stocks may spark a new boom in Tobaccos? . . 
stocks stand to outperform their industry in the next 90 
Panhandle Eastern top Natural Gas buy today? 


. Drugs? . . . Food Chains? What 2 oil 


ays? Is El Paso, Lone Star or 


Fast moving developments of the last three weeks indicate the market may be entering a major 


‘*buy’’ juncture for the 


.-Feb. period. Now 30 supervised issues, out of our weekly list of 
475 stocks, stand out as candidates for new profits. 


ACT NOW to receive this Special Report covering 18 investment grade, and 12 specula- 
tive stocks for immediate purchase. In addition you will receive our 1958 


Investment Pro; 
TO 


amming package, and six page report service for the next five weeks. A 
TAL OF 90 PAGES OF UNHEDGED ADVICE . » » ONLY $3. Just mail the coupon below 
1 


Our refund guarantee applies. 


922 Laguna St. 


Santa Barbara, Cal. 








Making Profits in 
STOCKS 


by POINT and FIGURE technique 


This method of market analysis builds your 

independent judgment in helping to select 

the right stocks at the right time. Widely 

used by professional traders and investors 

= Making Market Profits—and Keeping 
em. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities ...a daily price change 
service ...and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-46. 


MORGAN, ROGERS & ROBERTS, Inc. 
64 Wall Street @ New York 5, N. Y. 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Com 
ital stock outstanding and entitled 

i nds, payable December 
1957, to stockholders of record at the 
close of business November 29, 1957. 

E. F. VANDERSTUCKEN, JR., 


Secretary. 











INVESTORS RESEARCH* 


Company (Dept. F44) 


Please airmail report on 30 Stocks 
Rated ““BUY’’, and 5 week trial sub- 
scription including, 19% Investment 
Programming package. Enclosed is $3 


BABSON’S ADVISES © 


EARLY SWITCHES 


FREE 7-Stock Check 
Guards Against Losses 


The recent market break shows the 
importance of checking your invest- 
ment portfolio at once ... and 
switching to under-priced stocks with 
less risk and brighter profit oppor- 
tunities. Shouldn’t you be switching 
now? 


It costs you nothing to play safe! 
Just send us a list of seven stocks 
you own. We will tell you whether 
they are on our up-to-date SWITCH 
or HOLD lists. No obligation. Strict 
confidence. Get Babson’s unhedged 
Opinion now! 


WRITE DEPT. F281 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 












WHICH EQUIPMENT MAKERS 
SHOULD BE PROFIT MAKERS 
IN 1958? 


Obviously, nor 
every industrial 

uipment maker 
will do well next 
year, but we feel 
that selected stocks 
in this industry 
now offer attractive 
buying opportuni- 
ties. That's the 
conclusion of our Research Department in 
their 18-page December Monthly Letter. 


CAPITAL SPENDING TRENDS INTERPRETED 
Government and private estimates of 
capital expenditures are carefully studied 













THE stock market always is selective, 
but there are times when it is more 
selective than at others. The initial 
chill of a real bear market, such as 


| the chill which came to a climax on 


October 22, is not very discriminat- 
ing; most everything goes down. 
Rallies, like some of those encoun- 
tered during the last half of No- 
vember, are not two-way affairs; 
everything goes up. It is my opinion 
that, from now on, the “all-one-way” 
part of this bear market gradually 
will be ending. Hereafter the reasons 


| for major fluctuations in individual 


in our Letter. These indicate that 1958 | 


spending in some of the major markets for 
industrial equipment should equal or sur- 
pass 1957's. Our analysts fully review the 
outlook for eleven broad industry cate- 
gories. They point out that_companies 
selling to expanding markets stand-to reap 
continuing benefits next year. The growing 
emphasis on product development, on the 
major trend to efficiency improvement and 
the vital replacement, repair and mainte- 
nance markets are all considered. 


8 SELECTED STOCKS TO BUY 

As a result of their investigation, our ana- 
lysts have chosen eight machinery issues 
with favored prospects and now selling at 
what we consider ‘take home’’ prices. 
These eight stocks are siaenenented in 
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stocks should be 
more logical. 

Too many people jump to the con- 
clusion that all stocks make their 
highs or their lows at about the same 
time. Nothing could be further from 
the truth. In the late bull market, 
most of the airlines made their ex- 
treme tops as early as 1955, not in 
1956 or 1957. Taking a few of the 
stocks in the DJ Industrials, Westing- 
house Electric made its high in Feb- 
ruary of 1955, General Motors and 
Sears, Roebuck topped out in Novem- 
ber of 1955, Corn Products in Febru- 
ary of 1956, Woolworth in March of 
1956, Allied Chemical, American Can, 
American Tobacco, and Johns-Man- 
ville in April of 1956, International 
Paper in May of 1956, Union Carbide 
in July 1956, Procter & Gamble in 


more evident and 


MARKET COMMENT 


As Investors Again Become More Selective 


by L. O. HOOPER 


August of 1956, 
National Distillers 
in October of 1956, 
Chrysler in No- 
vember of 1956, 
United Aircraft 
and U.S. Steel in 
December of 1956, International 
Nickel in April of 1957, American 
Smelting, Eastman Kodak and Texas 
Co. in June of 1957 and Bethle- 
hem Steel, General Electric, Good- 
year and Texas Company in July of 
this year. Scott Paper, Olin Mathie- 
son and New York Central topped 
out in 1955, Magma Copper in March 
of 1956, Kaiser Aluminum in August 
of 1956 and St. Regis Paper in July of 
1956. 

The lows of the bear market are 
likely to be staggered in much the 
same way. Some of them, no doubt, 
already have been made; perhaps the 
aircrafts and some of the oils come in 
this classification. Probably most of 
the coppers, steels, rails and ma- 
chinery issues have yet to sell at their 
bottoms. Possibly some of the air- 
crafts saw their lows in October, but 
this is a group on which it is inadvis- 
able to generalize at all. Conceiv- 
ably a majority of utilities have 
already made their bottoms or come 
near it. A few of the tobaccos, like 
Reynolds and Lorillard, have been go- 
ing up through this unpleasantness: 
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but this group really did not have any 
prior bull market to liquidate. 

It may be timely to say that De- 
cember is a bad month to look for 
lows. The record shows that in the 
past 39 Decembers the market has 
advanced in 32 years and declined in 
only seven. This compares with 24 
advances and 15 declines in January 
of the past 39 years, and with 20 ad- 
vances and 19 declines in both Febru- 
ary and March of those years. . There 
is nothing strange about the market 
being better in December, than in 
November and October; it usually is. 
Also, it is normal for the market to 
be less vigorous in January, Febru- 
ary and March than in December. 

Again; there is nothing unusual to 
having rallies like this in hear mar- 
kets. The rally after the 1929 initial 
break lasted from November through 
April. The rally after the December 
1916 break lasted into February. The 
rally after the first big 1937 break 
lasted about two months and no 
fresh low was made from November 
until well into March. Furthermore, 
more often than not bear markets 
wear themselves out on dullness over 
a considerable period rather than in 
a great flash of activity. Much de- 
pends, of course, on unexpected news 
developments. These unexpected sur- 
prises, however, ordinarily seem less 
important in review than at the time 
they happen. 

Readers ought to be cautioned a 
bit about the present popularity 
of “defensive” stocks—issues which 
should be recession-resistant, issues 
where the dividend seems very safe 
but is unlikely to be increased. These 
stocks, to be sure, will stand up bet- 
ter under unfavorable conditions than 
stocks which now unquestionably are 
“more dangerous.” But remember 
that they do not have the big come- 
back possibilities when conditions get 
more favorable. You do not buy 
issues like Standard Oil of Kentucky, 
Campbell Soup, National Biscuit, 
Boston Edison, Consolidated Edison 
and Universal Leaf Tobacco for large 
appreciation; you buy them for de- 
pendable income. Some time during 
the next year, unless this recession 
turns out to be bigger than even most 
of the pessimists expect, there will be 
a real buying opportunity in the more 
adventurous stocks. Some of them 
may be slow at first, and you may not 
pick them at the bottoms, but when 
the next bull market comes you 
should get an appreciation in them 
that you won’t get (except by acci- 


dent) in the “defensive” issues. 
I do net feel like making many 
assertive buying recommendations 


yet, especially when the stock mar- 
ket is as strong as it is as this is writ- 
(CoNTINUED ON PAGE 46) 
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HERE IS THE ANNUAL FORECAST on Stocks, Bonds, and 
Business that thousands of businessmea and investors have 
looked forward to receiving each year for the past thirty 
ears. It is the only Annual Outlook Report that gives you a 
ITED OPINION of the country’s leading authorities. As 

a Special Feature, it includes UNITED’s Staff Selections of 
the most promising stocks and bonds for the New Year. 


35 ISSUES SELECTED AS 


MOST PROMISING FOR 1958 
5 Dependable Stocks for Liberal Income 


Good-quality stocks with consistent earnings and dividends offer 
attractive opportunities for higher income. 

5 Quality Issues for Capital Growth 
Stocks of ably-managed, vigorous companies with new products 
and processes, and broad fields of interest for further expansion. 

10 Attractive Stocks for Appreciation 
UNITED 's Special Staff Selections of the potential market 
leaders for 1958 — selected from hundreds of issues analyzed by 
our Staff as most promising for profit in the new year. 

15 Bonds for Income, Profit, Safety 
Timely selections of new issue bonds for good yield and safety, 
convertible bonds for income and appreciation, and tax-exempt 
bonds for increased tax-free spendable income. 

Be sure toread UNITED ’s Forecasts for 1958 
with these 35 securities recommendations 
before making your New Year’s Plans. 


Yours with Months Trial ] 














This Annual Forecast Report, with 35 selected 
issues for 1958, and the next four weekly 
UNITED Reports for only .............00. 
This Introductory Offer open to new readers only. 
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more businessmen and | Address 
investors than any 
other advisory service. 
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O INSURED Federal Sav- 
ings Assns. paying up to 
4% per annum quarterly. 


ALBERT J. CAPLAN & CO. 


Members: Phiia.-Balto.Stock Exch. 
Boston Stock Exchange (Ass0c.) 


1516 Locust St., Phila. 2, Pa. 
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Send $1 for latest Report F or é for month’s 
trial on prompt refund basis if not satisfied. 
LOWRY’S REPORTS, Inc. 
Established 1938 
250 PARK AVE., NEW YORK 17, N. ¥. 


BY N.Y. PUBLISHER 


New York,N.Y.—One of the nation’s largest 
book publishers is seeking ——_ of 
all types—fiction, non-fiction, poetry pecial 
attention to new writers. If your work is 
ready for publication, send for booket F—it’s 
ree. Vantage Press, 120 W. 3ist St., New 
ork 1. (Branches: Washington, D. C., Chi- 
cago, Hollywood) 
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Stocks of Life Insurance Co.'s? 
NEW Comparative Analysis 50 Companies. Price $1. 
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1958 WARNING 


from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu- 
ture of your business. 

Because the reports in The Wall Street 
Journal come to you DAILY, you get 
the fastest possible warning of any new 
trend that may affect your business and 
personal income. You get the facts in 
time to protect your interests or to seize 
quickly a new profit-making opportunity. 

To assure speedy delivery to you any- 
where in the United States, The Journal 
is printed daily in five cities—New York, 
Washington, Chicago, Dallas and San 
Francisco. You are promptly and reli- 
ably informed on every major new 
development regarding Prices, Taxes, 
Consumer Buying, Government Spend- 
ing, Inventories, Financing, Production 
Trends, Commodities, Securities, Mar- 
keting and New Legislation. 

The Wall Street Journal has the largest 
staff of writers on business and finance. It 
costs $20 a year, but in order to acquaint 
you with The Journal, we make this 
offer: You can get a Trial Subscription 
for three months for $6. Just send this ad 
with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N.Y. FM12-15 
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with confidence 
& 


You can when you have the help of 
a brokerage firm that has maintained 
the highest standards of service for 
over 70 years—and now serves more 
investors than ever before. 


Let us place you on our mailing list 
for current releases. No obligation. 


THOMSON & McKINNON 


BROKERS IN SECURITIES AND COMMODITIES 
11 Wall Street, New York 


46 offices.in the United States and Canada 


MEMBERS NEW YORK STOCK EXCHANGE AND OTHER PRINCIPAL 


FREE NEW BOOKLET 
STOCK MARKET TRENDS 


versus 
PLANETARY FORMATIONS 
by JAMES MARS .ANGHAM 
with chart showing a sitive correlation from 
1932 to Date. Explains this Cyclical System, WHICH 
jae H ARE BEAR with implications for 
james MARS LANGHAM Box 795 Santa Monica, Calif. 
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STOCK. ANALYSIS 


Year-End Rally 


One of the few fairly safe stock mar- 
ket predictions is the so-called year- 
end rally. It has occurred with such 
extraordinary regularity year after 


| year that many traders try to make a 
| play for it: 


to buy in November and 
to sell in December, preferably so late 


| in the month that the tax on any capi- 
| tal gain can be pushed forward into 


| the following year. 


Thus, by their own 


| action, they contribute heavily to the 


creation of this seasonal phenomenon, 


| the year-end rally. 


There is, of course, a more basic 
reason why the market tends to be 
firm at this time of the year. The 
fourth quarter is the one that deter- 


| mines the year’s profits, and for many 


the retail 
pay-off 


lines, especially 
December is the 


trade, 
month. 


| Throughout the year investors won- 
| der and worry how their companies 
| will make out. By the end of the year 


the score is pretty well known, es- 
pecially since many corporations have 


| adopted the policy of declaring year- 
_end extra dividends which are the 


most tangible evidence of a 
year. 

American business has had a good 
year in 1957. Up to and including 
the third quarter, corporate profits 
were ahead of last year. The slide- 
off in the final quarter was too mild 


“good” 


| to do much damage to earnings for the 


full year, excepting of course those 
industries for which the slump started 
much earlier in the year, as for in- 
stance the non-ferrous metal pro- 
ducers. 

Keeping in mind that stock prices 
suffered an exceedingly rapid and 
severe decline from July to October, 
it is not at all surprising that 1957 
seems to follow the seasonal stock 
market pattern with a robust rally 
which was only briefly upset by 
further evidence of the President’s 
precarious state of health. 

How far will it go? When will it 
reach its peak? No one can tell for 
sure, but I would “play” this rally 
rather cagily, and not wait until the 


| very last week of the year to take 
| trading profits. Too many people, it 





seems to me, are planning the same 
strategy, and, whenever this is the 
case, things may turn out differently 
than had been expected. 

Business activity is still sliding off. 
The squeeze on profits, which held 
this year’s total corporate profits at 
or slightly below the 1956 total despite 
an over-all increase in sales volume, 
will probably get appreciably worse 


by HEINZ H. BIEL 


when sales begin 

to fall off. It will 

take time to get 

costs under better 

control. Profits of 

many manufac- 

turers, therefore, 

may be materially lower next year, 
at least in the first six months. If 
business activity should turn upward 
again by midyear, as some economists 
predict, the second ‘half of 1958 might 
match and could possibly exceed this 
year’s results. But that is a long 
time away and rather conjectural. 

Confronted with this somewhat dis- 
mal outlook for corporate profits, the 
stock market is unlikely to make much 
further headway at this time. I don’t 
expect a calamitous decline after this 
year-end rally has run its course, but 
a return to the October lows is pos- 
sible by midwinter. That is the time 
of the year when business sentiment 
is usually subdued, and it is also the 
time when unemployment is at its 
seasonal peak. In 1958, this may be- 
come a factor of considerable magni- 
tude, at least psychologically. 

There are always numerous compa- 
nies which are comparatively im- 
mune to general business conditions. 
But this does not mean that the stocks 
of such favorably situated companies 
can successfully withstand a declin- 
ing market trend. Exceptions such as 
Lorillard, which gained more than 
50% since July, are extremely rare. 
But while a “bear market” initially 
encompasses virtually all stocks, re- 
gardless of individual prospects, those 
with specific merit usually are quick- 
est to recover. An outstanding ex- 
ample is American Gas & Electric, 
which dropped from a 1957 high of 
39% to a low of 29%, but recovered 
almost the entire loss within a few 
weeks. 

Among the stocks that went down 
with the bear market and which bare- 
ly participated in the recovery of the 
past several weeks is H. J. Heinz 
Company (45). There is hardly a 
company that is less likely to be 
affected by mildly unfavorable busi- 
ness conditions than this famous 
maker of “57 Varieties” of soups, baby 
foods, ketchups, baked beans, etc. 
The stock is down 25% from its 
1956-57 high of over 60 and selling 
only ten points above the price (ad- 
justed) at which it was introduced to 
the public investor eleven years ago. 
Yet, since 1946, Heinz has added some 
$22 a share to its book value, raised 
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says BART LYTTON, president FIRST WESTERN, 
Nevada's Largest —Southern Nevada's Oldest 
Savings & Loan Association 


At First Western, thousands of save- 
by-mail accounts currently earn 5% 
a year. Interest is paid quarterly on 
all accounts. Savings with us have 
always been safe, available and more 
profitable. Remember—as little as 
$1.00 starts an account. 


Open your save-by-mail account today— 
postage paid. Funds received by the 
15th of any month earn from the 1st. 


Write or mail funds to: 


Let Barron’s Help You 


PICK GOOD 
INVESTMENTS 


17 weeks’ trial only $5 


To help you build your capital and increase 
your investment income—get a trial subscrip- 


tion to Barron’s National Business and Fi- 
nancial Weekly. It will give you the facts you 
need to make yourself a better judge of the 
investment values in today’s markets. 

No other business or investment publication 
is like Barron’s. It is written for the man who 
makes up his own mind about his own money. 
It is the only weekly affiliated with Dow Jones, 
and has full pse of Dow Jones’ vast, specialized 
information in serving you. 

In Barron’s you are shown what, where, and 
why the REAL VALUES are,, behind current 
security prices. You get clear, well-founded 
information each week . . . on the condition 
and prospects (the changing fortunes) of indi- 
vidual corporations—and on industrial and 
market trends. 

A trial subscription—17 weeks for only $5 
—brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight . . 
the investment implications of current political 
and economic events . . . the perspective you 
must have to anticipate trends and grasp profit- 
able investment opportunities. 

See for yourself Sew important Barron’s can 
be to you in the eventful weeks ahead. Its sub- 
scription price is $15 a year, but you can try it 
for 17 weeks for $5. Just tear out this ad and 
send it today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 Newbury 
Street, Boston 15, Mass. F-1215 


FORBES, DECEMBER 15, 1957 








per share earnings from $3.45 in the 
1946-47 fiscal year to $6.12 last year, 
and increased dividends from $1.38 to 
$2.20. 

I consider Heinz a minimum risk 
stock at present levels. The fact that 
earnings from foreign subsidiaries are 
playing a major role is amply dis- 
counted by a price-earnings ratio of 
only 7.5 times (vs. 12 times for Camp- 
bell Soup), and the dividend yield of 
almost 5% is good for a stock of this 
quality which combines growth with 
stability and a 46-year dividend 
record. 

The coin-operated vending machine 
industry considers itself America’s 
fastest-growing business. It claims 
that it grossed $2 billion in 1956, com- 
pared with $600 million in 1946. Pro- 
jection for 1960 is an almost: incredi- 
ble $4-billion volume. Perhaps these 
estimates are too high, but the fact 
that the growth of selling via vending 
machines has been phenomenal is ob- 
vious even to the casual observer. I 
have been following Automatic Can- 
teen, the leading factor in this field, 
for many years (see Forses, Feb. 1, 
1953), and that company’s record con- 
firms the unofficial industry statistics. 

Operating some 330,000 of these 
robot salesmen of various types Auto- 
matic Canteen, now merged with 
Rowe Corp., maker and operator of 
vending machines, is doing a record 
volume of business of some $115 mil- 
lion a year. Earnings have been rising 
steadily for the past five years and 
are currently running at a $3 a year 
rate, after very substantial and pos- 
sibly excessive depreciation charges 
approximating $4 a share. Dividends 
have been raised three times in the 
past year and a half and are pres- 
ently being paid at the rate of $1.80 
cash plus 5% stock. This is a most 
generous return for a stock selling 
around 30, down from a recent high 
of 38. Automatic Canteen, an es- 
sentially stable business, has attrac- 
tion for income as well as gradual 
appreciation. 

I do not know of any group of 
stocks that has performed worse than 
the leading Canadian uranium pro- 
ducers, considering the virtual ab- 
sence of normal business risks. Ac- 
tually, progress has been remarkable, 
despite the fact tha. some companies 
are running some months behind 
schedule. In the first six months of 
1957 Canada produced $44.7 million 
worth of uranium oxide (U,O.,), al- 
most as much as the production for 
the entire year of 1956, and the in- 
crease is continuing. Canadian con- 
tracts awarded to companies now 
producing or with plants under con- 
struction total. over $1.5 billion. Ob- 
viously, this has become an industry 

(CONTINUED ON PAGE 47) 
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STANDARD & POOR’S 


9 STOCKS wr 


MISSILES “MUSCLES!” 


¢ Cutting through rumor, speculation, 
confusion, Standard & Poor's, in confi- 
dential new study, nails down for you 6 
missiles stocks and 3 missiles fuel stocks 
in best position to benefit from America’s 





accelerated program 
© Wrapping up this fascinating invest- 
ment subject, S & P reveals for each mis- 
sile its type (such as air to air, air to 
surface), range, status (whether in re- 
search stage, production, 
use), prime contractor, 


or operational 
manufacturer of 
air frame, manufacturer of the missile’s 
power plant, and manufacturer of the 
guidance system — exclusive information 
alert investors now avidly seeking! 
For your copy and The OUTLOOK 
$ for whole month ($6 value) send 
$1 with this ad, 
dress to world’s largest investment 
advisory organization (New 
readers only.) 


STANDARD & POOR'S CORPORATION 
345 Hudson Street, New York 14, N.Y. 


your name, ad- 





TOMI IOe LL 4 


END eaaalient 
uncertainties-enjoy 


3° A: 


on Personal Savings, Corporate Funds 
Trust Funds, Institutional Funds 
(place any amo 
$500 to $1,000,000) 
Your funds readily available— 
olwoys ot PAR VALUE 














nt from 


For Complete Information 
osk'for dur Nation-Wide list of 


INSURED SAVINGS 
ASSOCIATIONS 


No fee—no obligation 


INSURED INVESTMENT ASSOC. inc. 


Telephone Financia! 6-2116-7-8 
176 W. Adams St © Chicogo 3, iil 
Registered with U.S. Sec. & Exch. Comm 
Registered Dealer State of Illinois 
Pee Ue UU OMe LUT © LL 
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7 Opportunities i in WARRANTS # 


If you are interested in moking each $1 do 
the work of $100 or $1,0 in a risin 
moarket—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in- 
vested in warrants during a bull mar- 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to- 

day’s market and how should they 

be bought and sold? 

For the apswer to all these questions, you 

should not miss the most widely- praised and 

only full- Rn study of its kind—'‘'TH 

SPECULATIV' as OF COMMON STOCK 

WARRANTS" a Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 125 warrants 

‘ou pou know about, send $2.00 to 
Associates, Dept. 

York 1, N. Y. or send for 

free descriptive folder. 


H. 
F-97, 220 Fifth Avenue, New 
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Want to learn more about 


Investing for Growth? 


Sharesof NATIONALGROWTH 
STOCKS SERIES represent an 
investment in a supervised com- 
mon stock mutual fund. Securi- 
ties in the fund are selected for 
possible long term growth of 
capital with special consideration 
given to corporations actively en- 
gaged in newer scientific develop- 
ments and technologies .. . To 
learn more about investing for 
growth, clip and send the at- 
tached coupon today for your 
FREE copy of our latest Infor- 
mation Folder and Prospectus. 


National Securities & 
Research Corporation 


Established 1930 
120 Broadway, New York 5, N. Y. 


AREA RESOURCES BOOK 











opportunity 

to industry. 

Write for 
FREE 
COPY 


UTAH POWER 
Paticllmaed 


Serving in Utah -Idaho 
Colorado - Wyoming 


T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


e 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 
per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 
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THE FUNDS 


IN BOSTON WE TRUST 


Boston, Mass. is famed not only as 
the ancestral home of the mutual fund 
but of a financial institution far more 
venerable: the spendthrift trust. While 
many Western mining and oil families 
have gone from shirtsleeves to si:i:t- 
sleeves in three generations, the great 
Boston fortunes made in textiles and 
the China trade have remained on 


| Beacon Hill as securely as baked 


beans and brown bread. The secret? 
The beneficiary of a trust containing 
a spendthrift clause cannot assign or 
anticipate any of the principal, nor 
can a creditor attach the income. 

Last month, the $17 million-assets 
Income Fund of Boston announced 
that this old Boston device to keep 
rambunctious beneficiaries in line had 
been adapted to the age of the mutual 
fund. Living trusts with spendthrift 
clauses will be available. to sharehold- 
ers to safeguard their bequest of Fund 
shares to children or other benefici- 
aries. Increasingly popular with es- 
tate planners, living trusts enable a 
family man to set up while still living 
the financial machinery that is to 
function after death. Since trust prop- 
erty is not considered part of the de- 
ceased’s probate estate, it is not tied 
up by the delay and legal expense of 
probate proceedings. 

In addition, the small Boston fund 
offered two forms of reversionary 
trust to its shareholders. These per- 
mit the high bracket investor to re- 
duce his taxes by giving Fund shares 
to a trust for not less than ten years, 
with the income going to his children, 
a school, church or charity or to per- 
sons in a lower income bracket. At 
the end of ten years, the principal re- 
turns in full to the trustor, who by 


| this time may be retired and in a low- 
| er bracket himself, together with all 
| income afterwards. 


Five forms of trust arrangement are 
offered by the Fund, whose office is 
the Old South Building, Boston 8, 
Massachusetts. They include revoca- 
ble trusts for minors and for adults, 
irrevocable trusts for minors, and ir- 
revocable reversionary trusts for 
minors and adults. “For many years,” 
observes the Fund, “trusts have been 
considered available only to the 
wealthy. The adaptation of these trust 
forms to the purchase of shares in the 
Income Fund of Boston brings this 
highly desirable form of trust instru- 
ment within the reach of all investors.” 
But the Fund carefully cautions in- 
terested investors to consult ‘their at- 
torneys as well as local dealers. 





CONVERTIBLE SECURITY 


CHamrRMAN D. Moreau Barrincer of 
Philadelphia’s $51 million-assets Del- 
aware Fund is not one to hide his 
portfolio policy in the bare bought- 
and-sold declarations of his quarterly 
reports. Every two weeks, Bar- 
ringer tips his hand in a widely dis- 
tributed Directors’ Letter. Last month, 
for example, Barringer disclosed he 
had switched Sinclair Oil for Olin 
Mathieson convertible bonds. In do- 
ing so, he offered a revealing insight 
into the methods of mutual fund man- 
agers. 

“Our Sinclair Oil 43s’s,” explained 
he, “were purchased a year ago, when 
the rates of return on new issues were 
much lower than they later became. 
At that time, the Dow Jones Indus- 
trial Average was between 470 and 
480, compared with 430 at the time of 
our recent sale, and Sinclair common 
was selling over 60, compared with 49 
today. Yet the bonds, which were all 
sold between late September and mid- 
November, realized within half a 
point of their purchase price. 

“This,” argued Barringer, “is an il- 
lustration of how a good convertible 
security, if carefully bought, will pro- 
tect against a decline of both business 
and the security market. It is our 
hope,” he continued, “that the Olin 
Mathieson debentures will give us 
the same combination of protection 
against lower markets and participa- 
tion in higher ones. Because of their 
27% higher yield, these bonds seem 
better fitted to the present market 
than the Sinclairs which we sold.” 


STURDY KEYSTONE 


Ir Samuel L. Sholley was grinning a 
little too broadly this month for a 
Bostonian in wintertime, he was 
hardly to be blamed. As president of 
the $340 million-assets Keystone Cus- 
todian Funds of Boston, he had an 
impressive piece of news to report 
about an apple of his managerial eye. 
True, his $21.4 million-assets Key- 
stone Growth Common Stock Fund 
had fallen in net asset value per share 
from $13.43 to $11.11 (adjusted for 
capital gain distribution) in the year 
ended October 31. But Sholley had sold 
more than $8 million in new shares 
during the period, better than seven 
times the amount of redemptions. 
Executive Director Edward Burr of 
the National Association of Invest- 
ment Companies figures 1957 will 
show only a three-to-one ratio of 
sales to liquidations in the fund in- 
dustry. “We are estimating sales of 
$1.4 billion and redemptions of $420 
million,” says he. Thus Sholley’s 
small fund, in a declining securities 
market especially tough on growth 
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stocks, had turned in a sales per- | 


formance twice as good as the indus- 
try as a whole. 

Sholley’s latest strategy: sell air- 
lines and rails, buy drugs, finance 
companies and office equipment. Ma- 
jor additions in the six months ended 
October 31: Eli Lilly “B,” Schering, 
Halliburton Oil Well Cementing and 
Louisiana Land. Major cuts: Bab- 
cock & Wilcox, Texas Gulf Producing, 
U. S. Rubber, General Dynamics. 


ELECT OF ELECTRONICS? 


Wirt muissile-happy Wall Street bus- 
ily scouting brainy babies who might 
well grow into the Texas Instruments 
and Litton Industries of the next bull 
market, San Diego’s $13.3 million- 
assets Electronics Investment Corp. is 
being carefully conned. For while the 
fund is enthusiastically Californian, 
its portfolio is picked in—of all places 
—sober-sided Boston. 

These are some of the lesser known 
companies owned by the specialist in 
electronics: Airborne Instruments 
Laboratory, Amphenol Electronics, 
Friden. Calculating Machine, General 
Precision Equipment, Hoffman Elec- 
tronics, I-T-E Circuit Breaker, Ling 
Electronics, Midwestern Instruments, 
Taylor Instruments and Telecomput- 
ing Corp. Among its acquisitions in 
the October quarter: Cohu Electron- 
ics, Laboratory for Electronics and 
Statham Instruments. 

Boston investment adviser John P. 
Chase was carefully planting such 
hardy perennials as GE, Westinghouse 
and IBM among his hopeful electron- 
ics seedlings. But he was obviously 
counting on at least a few of them to 
sprout formidably in the fast-moving 
electronics world. 
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Would You Pay $20 


stock plus current data regarding trends and prospects. 


for the 


Facts and Guidance 


you need 
in the critical year ahead 


In an uncertain market, which will continue through 1958, every in- 
vestor will be called on to make key investment decisions. The success 
of these decisions will be based on, not the day-to-day action of a 
particular security, but the hard facts about VALUES back of each 


With these facts and professional guidance you can quickly spot the 
pitfalls of unsound securities as well as profit opportunities. You are 
aided by the most timely and comprehensive information service we 
have been able to develop in our 55 years of successful service to the 
investor. And because more than 53,000 investors share the expense, 
all it costs you is $20. 


$20 Buys Complete 4-Way Investment Service 
Contains All the Aids You Need for Wise 
Investment Decisions in this Critical Period 


1. 52 issues of FINANCIAL WORLD. Shrewd 


stop-and-go guidance on 


and rewards 


risks 
in the world of stocks, bonds and business, 


ng on your immediate investment de- 
cisions. (Cost, without additional services, 


$26 at newsstands.) 


2. PLUS the NEW Edition of 304-page *‘Stock 


Factograph” 


Manual indexing 50,000 essen- 


tial facts about 1,800 companies and thoir 
securities AND our own investment opinion 


of the good and bad 


(Sells separately for $5.) 


nts of 1,000 issues. 


ACT Now and 





3. PLUS EACH MONTH, a booklet of our 
own INDEPENDENT APPRAISALS of 1,383 
to 1,870 listed stocks with prices, carnings, 
dividends, financial set-up for quick ap- 
praisal of each company’s position. (Similar 


guides cost up to $24.) 


4. PLUS personal and confidential advice as 


often as 4 TIMES 


EACH MONTH, about 


whether to buy, sell, or hold any security 
that interests you. You get expert, unbiased 
counsel. (This service cannot be purchased 


alone at any price.) 


Receive FREE 


72-page guidebook. “THE KNOW-HOW OF MAKING MONEY IN SECURITIES” 


explains in 35 chapters the basic principles and procedures of investment success. 


Not available for sale. 


! this sounds like worthwhile tax-deductible expense to you . . . 


like one of 


the best $20 worth of investment service you can get . . . just return this “ad” 
with your name and address, and your check or money order. (26-week trial offer 
includes all the above services for only $12.) 


Absolute money-back guarantee, if not satisfied within 30 days. 


FINANCIAL WORLD 


55 Years of Service to Investors 
Dept. FB-1215—17 Battery Place, New York 4, N. Y. 








































Utility service by tax-paying, 
lated companies 
made this dividend possible. 


publicly-r 











SERVING THE MIDDLE SOUTH 


Arkansas Power & Light Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 






DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day declared 
a dividend of 42'4c per share on the Com- 
mon Stock, payable January 2, 1958, to 
s ockholders of record at the close of busi- 
ness December 12, 1957. 


December 2, 1957 


H. F. SANDERS 





















le 8° ¢ . 
114th CONSECUTIVE QUARTERLY 
CASH DIVIDEND ON COMMON STOCK 
The Board of Directors has declared cash dividends on 
Common Stock —$.25 per share — quarterly 
5% Cumulative Preferred Stock — $1.66%4 per share 
for the period from May 1, 1957 to Dec. 31, 1957. 


Dividends will be paid Dec. 30, 1957 to stockholders 
of record at the close of business Dec. 12, 1957. 


Dec. 2, 1957 Beneficial 


Wm. E. Thompson 
Secretary 


Over 1,000 offices in U. S., Finante Canada, Hawaii and Alaska. 
SYSTEM 











THE 
\ Vest Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 
the 


COMMON STOCK 


375¢ PER SHARE 


Payable December 28, 1957 
Record Date Dec. 13, 1957 
Declared December 4, 1957 





WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 














Broab STREET INVESTING 
CoRPORATION 
A Diversified Mutual Fund 
Consecutive 
112m Quarterly 
Dividend 
from net investment income 
27 cents a share 


Distribution from realized 
gain on investments 
47 cents a share 
Payable December 24, 1957 
Record Date December 3, 1957 
K +. H. Ch 4 
Secretary 
65 Broadway, New York 6, N. Y. 























Dividend No. 54 


Interlake Iron Corporation has 
declared a dividend of 95 cents per 
share on its common 

stock payable Dec. 16, 

1957, to stockholders of 

= record at the close of 

& business Dec. 2, 1957. 





Interlake Iron 


CORPORATION 
CLEVELAND, OHIO 


Plants: Beverly, Chicage, Duluth, Erie, Jackson, Tolede 





if 


CORPORATION 
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ALDENS, INC. 


DIVIDEND NOTICE 


The Board of Directors has declared 
quarterly dividends as follows: 


PREFERRED STOCK 
A quarterly dividend of $1.06 
payable Jan. 1, 1958, to stockholders 
of record Dec. 10, 1957 
COMMON STOCK 
A quarterly dividend of 30¢ 
payable Jan. 1, 1958, to stockholders 
of record Dec. 10, 1957 
Rosert W. Jackson, President 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FiNnanciaAc 
Corporation, payable Janu- 
ary I, 1958, to stockholders of 
record at the close of business 
December 10, 1957. The trans- 
fer books will not close. Checks 
will be mailed. 
C, Joun Kunn, 
Treasurer 
November 27, 1957. 








HOOPER 





(CONTINUED FROM PAGE 41) 


ten. As you know, I have been 
thinking that 450-470 should be a 
“supply area” in the Dow, and I have 
been thinking that such an area 
would be reached on this rally. I am 
also thinking that some time before 
the end of winter we might have a 
“demand area” somewhere around 
385-410. I’d rather do some buying 
on weakness, and I’d rather take a 
chance on the weakness developing 
than to take a chance that the bear 
market is all over and that we are 
going back to 470-490 now. I think 
the chances of 390 to 410 are much 
bigger than the chances of 480 over 
the next three or four months. 

The airlines issues intrigue me. 
Most of them made their tops in 1955 
or early 1956, so they have been in a 
downtrend longer than the market. I 
suspect that they may have made 
their lows, most of them on the most 
recent decline. In spite of all the de- 
lays, bad judgment about timing, re- 
quests for fare increases, and legal 
obstacles, I am confident that sooner 
or later (and probably by April or 
May) the airlines will obtain a most 
helpful rate adjustment and probably 
other benefits. I think I can antici- 
pate favorable news for the air trans- 
port group earlier than for most 
industry classifications. I think we 
may discount this good news rather 
than wait for its development. The 
“best” airlines are American Air- 
lines, Pan American, Eastern and 
United Air Lines. Eastern and United 
usually move a little faster than the 
other two. The other air lines like 
National, Delta and Braniff also have 
merit, but I prefer the leaders for 
present speculative purposes. As for 
TWA, Northeast, Capital and North- 
west, they are much more specula- 
tive, but they have the merit of high 
leverage. I’m willing to speculate in 
the airlines here, provided they don’t 
run away on the upside. Probably 
there is a little more urgency about 
buying them than about buying most 
stocks. 

It is my opinion that American 
Agricultural Chemical is a good value 
at present prices. I also like Tennessee 
Corporation selling at not much over 
10 times 1957 earnings. I am not pre- 
dicting any near-term move in these 
stocks, but I think they should be 
worth more before 1958 ends. 

A good cold winter would help the 
oils and the natvral gas issues; and 
a warm winter would hurt them. . . 
I would be a bit careful about getting 
too enthusiastic about these missile 
stocks; most of them are selling more 
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| PHILADELPHIA ELECTRIC 
COMPANY 


Dividend Notice 


Dividends on all series of preferred 
stock have been declared, payable 
February 1, 1958, to stockholders of 
record at the close of business on 
January 10, 1958. These dividends 
amount to $1.17 a share on the 
4.68 % Series, $1.10 « share on the 
4.4% Series, $1.07 4 a share on the 
4.3% Series and 95 cents a share 
on the 3.8% Series. Checks will be 


mailed, 
C. WINNER 
Treasurer 























US.E&G. 


Baltimore 5, Ad. 


The Board of Directors of 
United States Fidelity and 
Guaranty Company has de- 
| clared a dividend of fifty cents 
a share, payable January 15, 
1958, to stockholders of record 
December 20, 1957. 


j JOHN D. WILLIAMS 
i] Secretary 
Eres 27, 1957. 




















The RUBEROID Co. 


Building Materials 
for home, farm and industry 


On November 26, 1957 a regular 
quarterly dividend of 40¢ and an 
extr.. dividend of S0¢ r share 
on the outstanding capital stock 
of this corporation were declared 
by the Board of Directors. Both 
are payable December 16, 1957 
to stockholders of record Decem- 
ber 6, 1957. 


GEORGE F. BAHRS 
Vice President and Treasurer 
DIVIDENDS PAID IN EVERY YEAR 
SINCE 1889 

















The Board of Directors of 
PITTSBURGH 
CONSOLIDATION 


COAL COMPANY 


today, declared a quar- 
widens <t 50 conte pat Gure on 
tock of the 


os 9 suasees ne 
terly di 

of record at the close of business on 
December 6, 1957. Checks will be mailed. 


View Provident & Secretary 
November 25, 1957. 


———— o_o 





* ECONOMICAL 





on imagination than on fact, and 
fewer companies will benefit from 
missile earnings than the stock mar- 
ket behavior of a wide list of stocks 
now suggests. The “right” ones are 


all right, but who can know what the | 


“right” ones are? . . . I would be care- 
ful not to get steamed up about steel, 
copper, machinery, machine tool and 
construction stocks at this point; if 
there is to be a further setback in 
business—as now seems evident— 
earnings of such companies are more 
vulnerable than the average. 


I am very bullish on Superior Oil | 
of California, even at the highest | 


price at which it has sold in the past. 
Don’t take profits. Hold on. Values 
are tremendous. 
very small. 


BIEL 
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of major importance. These contracts 
were designed to repay the invested 
capital within a five-year period or 


less, thus minimizing the risk factor. | 
The price decline ranging from | 


40%-60% in such leading Canadian 
uranium stocks as Algom Uranium 
Mines (15), 


tent, but hardly valid: 
1) the Canadian market is more 
speculative and, therefore, even more 


| volatile than the American market; 


2) investors are far too impatient 
with the seemingly slow growth pros- 


pect for the peaceful use of atomic | 
energy and they fail to see the po- 


tential for the next five to ten years; 

3) the unwarranted, 
greatly premature, fear that uranium 
as a source of nuclear energy might 
be replaced by thorium (which can 
also be converted into fissionable ma- 
terial) or by the harnessing of the 
hydrogen atom, a process that is in 
an early experimental stage and is 
unlikely to become commercially feas- 
ible within the next decade or more. 

All three companies named above 
will show substantial earnings next 
year and the inauguration of dividend 
payments is in sight. If realization of 
losses is desirable for tax reasons, I 
suggest the switch from one into the 





Capitalization is | 





Consolidated Denison | 
Mines (10) and Northspan Uranium | 
Mines (3%) must be attributed to a | 
| variety of factors—all of them po- | 


or at least | 


METALS, INC. 


56th Dividend 
and Extra Dividend 


The QUARTERLY DIVIDEND 
rate was raised from 60¢ to 
70¢. A fourth quarter divi- 
dend of 70¢ per share and an 
EXTRA DIVIDEND of 25¢ per 
share will be paid on Decem- 
ber 20, 1957 to shareholders 
of record on December 6, 1957. 
Robert G. Burns, 
Treasurer 


229th CONSECUTIVE 
QUARTERLY DIVIDEND 


The board of directors of The Electric 
Storage Battery Company today 





declared a regular quarterly cash 
dividend of 50 cents a shore on 
common stock outstanding, payable 
December 30, 1957 to stockholders 
of record December 13, 1957. 


E. J. DWYER 
Vice-President & Secretary 


November 21, 1957 
THE ELECTRIC 
<> STORAGE BATTERY 
COMPANY 
(COMMERCIAL SOLVENTS 
Corporation 
DIVIDEND No. 92 














A dividend of seventeen and one- 
holf cents (17Y%c) per shore hos 
today been declared on the ovt- 
standing common stock of this Cor- 
poration, payable on December 30, 
1957, to stockholders of record at the 
close of business on December 6, 1957. 

A. R. BERGEN, 


November 25,1957, Secretar. 











—ETHE INDIANA STEEL 
“SPROPUCTS COMPANY 


Capital Steck Dividend No. 65 


other. I also do not hesitate to recom- 
mend new or additional purchases of 
these uranium stocks at present de- 
pressed prices on a speculative in- 
vestment basis. 


The Board of Directors of The Indiana Steel 
Products Company, at a ting held Novem- 
ber 15, 1957, declared a quarterly dividend 
of 30 cents per share, plus 5 cents per shore, 
payable on December 10, 1957, to share- 
holders of record as of November 22, 1957. 

ROBERT F. SMITH, President 
November 15, 1957 











Dividend adver- 

tising in FORBES 
maintains and en- | 

hances financial 
communications, be- | 

tween your -orporations 
and the Nation's investors. | 


| 
l 
° EFFECTIVE 
| 
! 
! 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 194 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 43 

27 cents per share. 


The above dividends are pay- 
able December 31, 1957, to 
stockholders of record De- 
cember 5, Checks will be 
mailed from the Company's 
office in Los Angeles, Decem- 
ber 31. 


P.C, HALE, Treasurer 


November 21, 1957 


ot 
RADIO CORPORATION 
OF AMERICA 


Dividend Notice 


The following dividends have been 
declared by the Board of Directors: 


First Preferred Stock 


87% cents per share on the First 
Preferred Stock, for the period 
January 1, 1958 to March 31, 
1958, payable April 1, 1958, to 
stockholders of record at the close 
of business March 10, 1958. 


Common Stock 


An extra dividend of 50¢ per share 
and a quarterly dividend of 25¢ per 
share on the Common Stock, pay- 
able January 27, 1958, to stock- 
holders of record at the close of 
business December 20, 1957. 
ERNEST B. GORIN, 

Vice President and Treasurer 

New York, N. Y., December 6, 1957 





TRENDS & TANGENTS 


Evrope’s Common Market, which will 
be officially established Jan. 1, will 
greatly aid the economic revival of 
Western Europe, most foreign-trade 
experts feel. Among the basic Com- 
mon Market facts, they stress, none 
is more important than this: its six 
members (Belgium, the Netherlands, 
Luxembourg, Germany, Italy, France) 
have a combined population of 165 


| million, or just under that of the U.S. | 
This huge market will necessarily | 


remain open to international trade 
because of its dependency on the out- 
side world, from which it already 
imports more than does the US.: 


over $14 billion in 1956, against the 


U.S.’ $13 billion. 
* * * 


The “company plane” is fast be- 
coming a corporate necessity. Ac- 


cording to a survey by Aero Associ- 


ates, such planes compose almost one 


| third of the 70,000 actively licensed | 
| civil aircraft in the country. In 1956, | 


corporate pilots flew 4.5 million hours 


| —accounting for more aircraft hours 
and more aircraft miles than all U.S. | 


domestic airlines combined. 
ww o e 
More graduate students in U.S. col- 
leges and universities are preparing 
for careers in education than in any 


| other field, says the National Science 
| Foundation. In 1954—latest year for 
| which full data is available—an esti- | 
| mated 88,500 students of education | 
were enrolled, compared with 58,000 | 
| in science and engineering, 68,000 in 


the humanities. 
7. a e 
“Incompatibility” caused Dresser 
Industries and Gardner-Denver Co., 


two big makers of machinery and re- | 


lated industrial items, to call off their 
merger plans. Succinctly explained 
Chairman Henry Neil Mallon: “Dres- 
ser stresses decentralized manage- 
ment, ~ while Gardner-Denver be- 


| lieves in centralizing authority. .. . 


We have different management phi- 
losophies.” Added G-D’s Gifford V. 


| Leece: “Mr. Mallon is 100% right.” 


+ a a 
Mild “strokes” like President Eis- 
enhower’s may really be manifesta- 


| tions of lowered blood pressure 
| resulting in too little blood in the 
| cerebral arteries that carry vital 

| oxygen and other “food” to the brain. | 


The new theory, developed by Har- 


| vard’s Dr. Derek Denny-Brown, calls 
| for a special treatment including in- | 
creasing both blood pressure and | 


supply of oxygen to the brain. Com- 
ments Dr. Denny-Brown: “Very con- 
troversial.” 














Pullman 
Incorporated 


361st Dividend and 
91st Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on Decem- 
ber 14, 1957, to stockholders of 
record December 2, 1957. An 
extra dividend of one dollar 
($1.00) per share will be paid 
on January 6, 1958, to stock- 
holders of record December 
16, 1957. 

CHAMP CARRY 


President 


TRAILMOBILE 











Corporation 


A Diversified Closed-End 


Investment Company 


Final Quarter Dividends 
Record Date December 10, 1957 


60 cents a share 
on the COMMON STOCK 
Payable December 21, 1957 
672 cents a share on the 
$2.70 PREFERRED STOCK 
Payable January 1, 1958 
Kenneth H. Chalmers 
Secretary 
65 Broadway, New York 6, N. Y. 














ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Richmond, Va. 
PREFERRED STOCK 


A regular quarterly 
dividend of $0.34375 
per share has been de- 
clared on the $25.00 
par value 5 '4 percent 
Cumulative Con- 
vertible Preferred 
Stock, payable 
December 20, 1957 
to stockholders of 
record at the close of 
business December 
MR, CONTROLS 10, 1957. 


COMMON STOCK 
A regular quarterly dividend of 37\4c per 
share has been declared on the Common 
Stock payable December 20, 1957 to 
stockholders of record at the close of 
business December 10, 1957. The transfer 
books will not be closed. 


WALTER H., STEFFLER 
Secretary 
November 20, 1957 
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STANDARD FRUIT 


AND STEAMSHIP COMPANY 
NEW ORLEANS 


DIVIDEND NOTICE 





The regular quarterly dividend 
of 75 cents per share of the par- 
ticipating preference stock of this 
company, for the three-month pe- 
riod ending December 31, 1957, 
will be paid on December 23, 1957. 
A quarterly dividend of 10 cents 
per share of $2.50-par common 
stock, and a participating dividend 
of 40 cents per share of participat- 
ing preference stock, will be paid 
on December 23, 1957. These divi- 
dends will be paid to shareholders 
of record at the close of business 


December 13, 1957. 


MARION J. GREEN, 
Secretary. 





INTERNATIONAL 
i) SHOE 


COMPANY 
St. Louis 
187 ™ 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable on Janvary 
1, 1958 to stockholders of rec- 
ord at the close of business 
December 13, 1957, was de- 
clared by the Board of Directors. 


ANDREW W. JOHNSON 
Vice-President and Treosurer 





December 3, 1957 











help a heart fund 


2) 
help your heart 
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A mixed Christmas may be shaping 
up for nation’s retailers. Department 
of Commerce field representatives 
look for holiday sales volume to run 
as high as, or higher than, it did 


last year. Forecasters generally agree | 


that December retail trade will climb 


to about $20 billion compared with | 


$19.4 billion in '56. But price rises 
may account for much of this gain; 
operating profit margins will prob- 
ably be somewhat lower. 

. . * 

Big little businesses are America’s 
4,500 investment-bankin,g houses. Al- 
though they serve as underwriters for 
billions of dollars annually, a survey 
shows, they total only $800 million in 
subscribed capital, have only 100,000 
employees. Comparison: giant retail- 
er Sears, Roebuck, with capital of al- 
most $2 billion, a work force of 
220,000. 

so o a 

U.S.-supported investment fund is 
suggested by the American Stock Ex- 
change’s President Edward T. Mc- 
Cormick. Objective: to support small 
business. Under McCormick’s plan, 
the Government and private inves- 
tors would go 50-50 in creating a 
$500-million pool to buy small-busi- 
ness stock. 

* . . 


First “‘non-sked” passenger airline in | 


20 years to win scheduled status from 
the CAB, Trans Caribbean Airways 
got the nod early this month. Its 
prize: a lucrative five-round-trips- 
daily between New York and Puerto 
Rico. 

. e * 

Too much, too soon. F.W. Woolworth 
Co. got its loan for $35 million on 
promissory notes at 5% just before 
the Federal Reserve Board lowered 


its rediscount rate from 34% to 3% to | 
Commented Wool- | 


cut loan rates. 
worth’s Treasurer Harry E. Wilson 
ruefully: “If I'd waited just a few 
days longer, I'd have been able to 
borrow at 4%%.” 
” . ° 

Heavy-duty truck sales, which 
1956 only to slow down again this 
year, are beginning to show signs of 
another uptrend. Announced White 
Motor’s Chairman Robert F. Black: 
his November orders were double 
those of any previous month this year. 
Black plans to speed up production 
from 38 to 48 units daily in January, 
believes that the opening period of 
1958 will be one of his most profitable 
first quarters. 

* » + 

Use of nylon yarn gets a _ boost 
from the new air-suspension feature 
offered on some 1958-model autos. 
Amount of yarn employed per car: 
about one pound. 


ran | 
well ahead of light truck volume in | 








SUNDSTRAND 


MACHINE TOOL CO. 
° 
DIVIDEND NOTICE 

The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, payable 
December 20, 1957, to share 
holders of record December 
10, 1957. 


G. J. LANDSTROM 
Vice President-Secretary 





Rockford, liismois 
November 21, 1957 





LONG ISLAND LIGHTING COMPANY 








QUARTERLY 
DIVIDEND 





PREFERRED STOCK 
The Board of Directors hae de- 
clared the following quarterly 
dividends payable January 1, 
1958 to holders of Preferred Stock 
of record at the close of business 
on December 13, 1957. 

Series Per Share 
Series B, 5% $1.25 
Series D, 4.25% $1.0625 
Series E, 4.35% $1.0875 
Series F, 4.35% $1.0875 
Series G, 4.40% $1.10 

VINCENT T. MILES 


Treasurer 


Nov. 25, 1957 











NATIONAL INVESTORS 
CORPORATION 


The Growth Stock Mutual Fund 


62 CONSECUTIVE 
™@DIVIDEND 
from investment income 
7 cents a share 


Distribution from realized 
gain on investments 
35 cents a share 
Payable December 24, 1957 
Record Date December 3, 1957 
Kenneth H. Chalmers 
Secretary 
65 Broadway, New York 6, N. Y. 
RANA RRR AIA INI IAS 





ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 





The American economic story, de- 


spite defects and drawbacks and 
dreams turned nightmares, is such a 
good and strong and persuasive story 
that it needs no attempt to conceal or 
gloss over blemishes and imperfec- 
tions. It can stand on its own with its 
virtues and deficiencies fully dis- 
played. Like Cromwell's face, the U.S. 
economy is best portrayed “warts and 


all.” —HERBERT Harris. 
Power always establishes itself 
through ser\ id perishes through 
abuse. —Durvy. 
Our time «serves to be called an 


age of democracy at least in the sense 
that at no previous stage in history 
has the ideal of democracy been so 
generally recognized and such deter- 
mined efforts made to translate the 
ideal into reality. 

—Dac. HAMMARSKJOLD. 


There are no warlike peoples—just 
warlike leaders. —Rautpu J. BuNCHE. 


Public opinion is a weak tyrant, 
compared with our private opinion. 
What a man thinks of himself, that it 


is which determines, or rather in- 
dicates his fate. —THOREAU. 
«* «t* 


It has been said thet democracy is 
the worst form of government except 
all those other forms that have been 
tried from time to time. 

—SIrR WINSTON CHURCHILL. 


Errors are of two kinds—those 
which we make because we don't 
know any better, and those which are 
the result of carelessness. For neither 
has the world any excuses. 

—L. E. FRAILey. 


Any power must be the enemy of 
mankind which enslaves the individu- 
al by terror and force. .. . All that is 
valuable in human society depends 
upon the opportunity for development 
accorded to the individual. 

—ALBERT EINSTEIN. 


Refined policy has ever been the 
parent of confusion, and ever will be 
so, as long as the world endures. Plain 
good intention, which is as easily dis- 
covered at the first view as fraud is 
surely detected at last, is of no mean 
force in the. government of mankind. 
Genuine simplicity of heart is a heal- 
ing and cementing principle. 

—Epmunp BurRKE. 


50 





Compliments or congratulations are 
always kindly taken, and cost nothing 
but pen, ink, and paper. I consider 
them as draughts upon good breed- 
ing, where the exchange is always 
greatly in favor of the drawer. 

—CHESTERFIELD. 


| m 
B. C. FORBES: ] 
| Every time I visit a factory or 
| any other large business con- 
cern, I find myself trying to 
diagnose whether the atmos- | 
phere is one of kindliness or the 
reverse. And, somehow, if there 
is palpably lacking a spirit of 
kindness, I cannot help feeling 
that the owners, or the execu- | 
tives, have~ fallen short of | 
| achieving twenty-four carat | 
success no matter how impos- 
ing the financial balance sheet 
| may be. Don’t these lines sum 
up, briefly yet comprehensively, 
what the world needs? 
A little more kindness and | 
a little less creed; | 
A little more giving and a 
little less greed; 
A little more smile and a 
little Lge sapere: 
Ait less kicking a man 
when he’s down; 
A little more “we” 
little less “I’; | 
A little more laugh and a 
| 


and a 


little less cry; 

A little more flowers on the 
pathways of life; 

And fewer on graves at the 
end of the strife. 


A man is not idle because he is ab- 
sorbed in thought. There is a visible 
labor and there is an invisible labor. 

—Victor Huco. 


Talking is like playing on the harp; 
there is as much in laying the hands 
on the strings to stop their vibrations 
as in twanging them to bring out their 
music. —OLIVER WENDELL HOLMES. 


One of the chief hindrances to de- 
cent education in America today is the 
overloading of our schools by plac- 
ing on their shoulders responsibilities 
which in other times and other coun- 
tries have, as a matter of course, been 
assumed by the home. 

—BeErNarD Ippincs BELL. 


The meaning of history is never 
apparent to those who make it; a 
leader in any age or generation is 
no more than a man who sees some- 
what beyond the end of his nose. 

—THoMAS SUGRUE. 


If we are to keep our demoeracy, 
there must be one commandment: 
“Thou shalt not ration justice.” 

—Jupce LEARNED Han. 


Mankind are more indebted to in- 
dustry than ingenuity; the goods set 
Gp their favors at a price, and in- 
dustry is the purchaser. —ApDDISON. 


Increased wages, higher pensions, 
more unemployment insurance, all 
are of no avail if the purchasing 
power of money falls faster. 

—BERNARD M. Barucu. 


In business, as most of it is consti- 
tuted today, a man becomes valuable 
only as he recognizes the relation of 
his work to that of all his associates. 
One worker more or less makes little 
difference to most big organizations, 
and any man may be replaced. It is 
the cumulative effort that counts. 

—W. ALTON JONES. 


The most difficult part of getting to 
the top of the ladder is getting through 
the crowd at the bottom. 

—ArcH Warp. 


Trickery and treachery are the 
practices of fools that have not wits 
enough to be honest. 

—BENJAMIN FRANKLIN. 


Precepts or maxims are of great 
weight; and a few useful ones at hand 
dco more toward a happy life than 
whole volumes that we know not 
where to find. —SENECA. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 








A Text... 


Sent in by Jesse H. Marlow, Ely- 
ria, Ohio. hat’s your favorite 
text? A Forbes book is presented 
to senders of texts used. 


Through wisdom is an house builded; and 
by understanding it is established: and by 
knowledge shall the chambers be filled 
with all precious and pleasant riches. 


—PrRovERBS 24:3-4 
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Only STEEL can do so many jobs so well 


a ee 


Steelaire Home. The entire structural frame of this house is made from tough, cold-formed steel, so it is unaffected by rot, 
fungus, and termites. Even more important is the fact that the steel frame resists warping and sagging. It’s one of a line of 
Steelaire homes and is made by the U. S. Steel Homes Division of United States Steel. 








World’s Biggest Crowd. On power shovels, a “crowd” is the arm which moves 
the dipper and dipper-stick forward and back. It coordinates closely with the lift 
motion of the dipper, and is a key part in the operation of the shovel which must 
withstand extremes of stress at any temperature. This is a picture of the biggest 
crowd ever built, now installed on the biggest power shovel in the world. It's made 
from USS “T-1” Steel, the remarkable new constructional alloy steel developed 
by United States Steel. An exceptionally strong and tough steel, it is noted for its 
welding characteristics. USS”’ and *‘T-1"’ are registered trademarks. 


Slap That Bermudavarius! The Talbot Brothers of Bermuda, famous for their 
colorful calypso music, recently retired their homemade packing-case “bass viol,” 
and proudly premiered in its place the world’s first Stainless Steel bass viol (or 
dog house or Bermudavarius, as it’s customarily referred to). An exact replica in 
USS Stainless Steel of their original homemade design, it was built for them under 
U. S. Steel’s supervision by a well-known manufacturer of Stainless Steel sinks 
who commented that the fabricating job wasn’t difficult—but certainly was different 


UNITED STATES STEEL 


AMERICAN BRIDGE . . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . . COLUMBIA-GENEVA STEEL 
CONSOLIDATED WESTERN STEEL... GERRARD STEEL STRAPPING... NATIONAL TUBE OL WELL SUPPLY 
TENNESSEE COAL & IRON... UNITED STATES STEEL HOMES - UNITED STATES STEEL PRO 


UNITED STATES STEEL SUPPLY . . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNION SUPPLY COMPANY « UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 


Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time) 








Its ability to quickly perform intricate calcudations without error 








shortens engineering lead time ... assures maximum precision 





and efficiency in completed plants. 











WHEN you consider expansion 


the most important investment 


you can make is in 


the creative ability of men 











